THE 


YALE REVIEW. 


AUGUST, 1906. 


COMMENT. 


A School of Socialism; Joint Stock Democracy vs. Popular 
Democracy. 


oe are not many things under the sun that are really 

new, but the merit of novelty may be fairly claimed by 
the Rand School of Socialism which is to be opened in New 
York in October. Critical minds will not be slow to detect the 
incongruities involved in this latest addition to the educational 
apparatus of the country. A bequest of several hundred thou- 
sand dollars was made by the late Mrs. Carrie A. Rand with the 
provision that the income should be devoted for twenty-five years 
to the maintenance of this school, but that at the end of this 
time the principal should go to certain descendants of the tes- 
tator. If the school should be successful in establishing social- 
ism, that part of the will which provides for the school would 
nullify that part which provides for the ultimate heirs, for no 
socialistic state worthy of the name could consistently counte- 
nance the inheritance of capital in joint stock companies. 

Another peculiarity of the school is that, while standing for 
progress towards a new and better state of society, it is distinctly 
reactionary in that it is based upon a creed, for it sets out, as 
stated in the prospectus, to teach “political and social science 
from the standpoint of socialism.” Thus, while the tendency 
of most educational institutions is away from dogma and towards 
freedom of thought, this school obviously assumes as already 
settled what to most students of economics is problematical, if 
not visionary. 
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The school counts, however, among its teachers and lecturers 
some able minds, including Professor Giddings, who is not a 
socialist, and its course will be watched by economists and by the 
public with much interest. For while many will think that an 
institution of learning which proclaims its own aims to be 
“revolutionary,” “though peaceful,” can produce no good results, 
the more thoughtful will recognize that such a school may per- 
form some definite and useful functions. One of its first tasks 
might well be to define with some clearness the term socialism, 
or at least to classify the various opinions which go under that 
name. The description which the prospectus of the school 
contains sounds definite, and yet is obscure. The socialist move- 
ment, we are told, “is revolutionary, for it promises a complete 
though peaceful overthrow of the present régime of fraud, 
extortion, and cruelty, and the placing of a régime of order and 
justice in its stead.’ All teachers of ethics from the beginning 
of time have denounced fraud, extortion, and cruelty, and 
extolled order and justice. Socialism can claim no coypright in 
these terms. If it stands for anything new, it must stand for 
some definite method of bringing about a consummation so 
devoutly to be wished. What is that method? 

On this point there is a great diversity of opinion among 
socialists, as has been well pointed out by Mr. Spargo in his latest 
book, who expressly warns the reader against holding the social- 
ist movement in general responsible for his personal views. 
The various shades of thought represented even in a compara- 
tively homogeneous country like Australia are illustrated by the 
experience of Mr. W. J. Connell in securing definitions of 
socialism from leading authorities in that part of the world. In 
order to prepare a map showing graphically the strength of 
socialism in different parts of the commonwealth, he addressed 
letters to three prominent men, asking them to define what they 
understood by it. Mr. J. C. Watson said: “In my view those 
people are right who class as socialism all schemes for the 
advancement of the community,” though he also gave a narrower 
definition. Senator McGregor defined socialism as “the carry- 
ing out or performance by the government of the state or 
municipality of all those services, undertakings, and possible 
monopolies that in the interests of the people can be better per- 
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formed or carried out by the government or municipality than 
by private firms, companies, or individual persons.” While Mr. 
Henry E. Boote, the editor of the Worker, quoted the official 
declaration of the state party, which gives as its aim “To secure 
the full results of their industry to the wealth producers by 
the collective ownership of the means of production, distribution, 
and exchange; to be attained through the extension of the 
industrial and economic functions of the state and_ local 
governing bodies.” 

If socialism means all schemes that advance the community, 
the factory acts might be called socialistic, and sometimes their 
opponents so designate them. But if we use the word socialism 
in the Marxian sense to mean the transfer of the means of 
production from private into collective ownership, then the 
factory acts are not only not socialistic, but their very existence 
implies the private ownership and control of industry; otherwise 
it would not need regulating. The socialism which expects and 
welcomes a cataclysmic sweeping away of the private organiza- 
tion of industry is very different from that which looks towards 
the gradual absorption of the principal branches of industry by 
the government, and this in turn differs from that which would 
only turn over to the government monopolies or undertakings 
in which it has some advantage over individuals or companies. 
Both of the latter conceptions imply a transition period in which 
the two forms of industry will come into competition, and do not 
necessarily mean any irretrievable salto mortale which would 
make a return to a more individualistic system impossible, if 
state control should prove to be less advantageous than its 
advocates expect. 


Such a competition is actually going forward in the world at 
the present time, and appears in a great many forms. We have 
an international competition for labor between the Australasian 
colonies and the United States. While Australasia has not fully 
adopted socialism, it has greatly expanded the state control and 
management of industry, and decidedly limited the freedom of 
private control. In the United States, neither has been carried 
very far. At the present time we find immigrants flocking into 
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the United States at the rate of a million a year, but a com- 
paratively small stream setting towards Australasia. These bare 
facts merely state but do not prejudge the question, since, of 
course, many circumstances influence immigration besides gov- 
ernment activity, and must be allowed for in comparing the 
two countries. Yet the difference in the government must be at 
least one factor, and a powerful one, among many others. 

We also have in our own country a competition, not so much 
in production as in organization. The joint stock company 
is, like the state, organized upon a democratic basis. Its govern- 
ing body is chosen by vote of those concerned, but the unit is 
the share of stock, not the citizen. Why is it that our corpora- 
tions in many cases acquire such a power in the state that the 
part sometimes seems greater than the whole, and that the 
democracy of a whole State is sometimes said to be practically 
controlled by the smaller democracy which holds the shares of a 
few joint stock companies? We cannot lay it all to corruption 
without framing an indictment against the people themselves, 
and even if corruption does account for it, we still have to 
explain where the ability to apply the corruption comes from. 
There seems no escape from the conclusion, that on the whole 
the joint stock democracy has been able to develop a higher 
degree of efficiency, and even of responsibility, than the larger 
democracy of which it forms a part. If democracy would effect- 
ually curb the money power, it must be able to compete with that 
power in ability and skill. It must be willing to select its 
strongest men as its spokesmen and rulers, and not be content 
with putting forward those of whom it is often apologetically 
said that they are as good as the average of those they represent. 


if 
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THE INFLUENCE OF CREDIT ON PRICES. 


T is generally, and in the writer's opinion correctly, accepted 
that the price level is closely connected with crises. Since a 
crisis is the most important event in the economic life of a pro- i: 
gressive community, it is evident that this connection of prices i ij 
with crises is deserving of all the light that the combined efforts 
of students of money can throw upon it. We must, therefore, f 
state at the beginning what we mean by “prices” and “price level” 
in this connection. if 
| 


The question of price level has two aspects, but one of which 
is involved in the question of crises. The aspect more generally 
studied is that which is not the subject of this study, namely, that 
of the conformity of prices to the standard of value. Included in 


this aspect is an apparent reaction of credit upon the marginal t 
value of the standard. It is popularly said that credit supplies j 
the place of money when the latter is deficient. It is generally i 4 
agreed, however, that this reaction is only apparent; that busi- 
ness promises are created by business transactions; that they do ; 


not take the place of gold which would otherwise have been used 
in the long run, but that they are evoked by business growth; 
and that the cost of production and the market value of gold are 
not actively affected by the creation of business promises under 
the conditions supposed. 

However, even if the general market level of the standard of 
value is affected by this sort of credit—the credit connoted in the 
expression “business makes money’’—the distinction between two 
kinds of influences at work in establishing the price level alluded 
to above is in no wise dismissed or effaced. It is sufficient for 
our purpose that there is a general level of prices in the long run, 
distinct from that of the fluctuations of price which accompany 
the ups and downs of business. This latter sort of credit is the : } 
Separate subject of this study. It is what has been termed - 
“abnormal” credit, and properly so in a static theory. In a 
theory, however, which attempts to account for business progress, 
it is evident that some other term must be applied. It is, perhaps, 
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sufficient if we characterize this sort of credit as that which admit- 
tedly causes short-time fluctuations in prices. Perhaps “normal 
inflation credit” would not be amiss, from the kinetic point of 
view. The idea involved is that normally there must be a rise of 
prices in time of prosperity and a corresponding fall in time of 
depression. The question is one of short-time price level as dis- 
tinguished from long-time price level; it involves the principles 
on which business promises affect prices positively by actively 
causing a rise in the prosperous period. Long-time credit affects 
the price level at most negatively by taking up some of the area 
that might have been occupied by gold, although it is doubtful 
if it would have been occupied by anything; that is to say, it is 
doubtful if the business expansion could have occurred in a 
society not possessing a credit system. The question before us 
then is, how does credit do its part of the work in short-time 
fluctuations ? 

The rise in prices that we have in view is thoroughly organic; 
it is essential to progress in competitive business. It produces 
an inflation of prices which is not the result of premeditated 
purpose nor of government interference. It must take place if 
the purely competitive community seeks new investments and new 
fields of business enterprise. The short-time level of prices so 
attained may be called the “inflation level,” and it will serve to 
place proper limits to our discussion if we anticipate some of its 
conclusions by defining inflation prices as the price level so far 
as it is solely influenced by expected profits. If the commercial 
crisis is of the organic importance ascribed to it in this paper, 
then the question of short-time price fluctuations is one which 
should in no wise be confounded with that of the long-time gen- 
eral price level in which the supply of standard metal is the active 
factor, but should be considered rather in principle as a sharply 
defined separate field of investigation, codrdinate and of at least 
equal importance with that of the long-time level. Undoubtedly 
the long-time level of prices fluctuates, but the fluctuations treated 
of in this article are to be visualized as so much added to or sub- 
tracted from the long-time price curve or “level.” It is a curve 
superimposed upon another curve. 

In a purely static community no credit would exist in the 
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ordinary sense. Business men would not be called upon to make 
promises. The amount and nature of consumption would be 
constant, the size of business firms and the nature of business 
organizations would never change, and there would be a constant 
volume of production for a constant amount of consumption. 
No guaranties would be necessary. 

Under conditions of moderate and steady progress some risk 
is involved. The uncertainty of the seasons causes men to define 
beforehand responsibility in case of loss, and even a moderate 
extension into new fields, and a moderate introduction of im- 
provements and of new commodities, make it necessary for men 
to enter into agreements for the absorption of goods whose 
market is doubtful. Exchange now becomes a matter of guar- 
anty of production. The consumer can not help himself 
socialistically to the common products without giving to society 
the guaranty of an equivalent. This guaranty is the circulating 
medium. A circulating medium is a promise that value equiva- 
lent will be forthcoming; it is not the metallic guaranty,—it is 
the personal guaranty. The metallic guaranty is simply a sub- 
stitute for the personal promise. It is not and never was the real 
circulating medium. 

But in a society that is rapidly progressing—and this is the 
true type of modern industrial societies—the ambition for well- 
being is at times extremely intense, while at other times it suffers 
depression and reaction. Each period of depression, however, 
finds the society richer than the last period as a result of the 
intervening spurt of activity. In the zeal of production promises 
are made in excess of the possibility of fulfillment, and other 
promises are made which might be fulfilled, if achievement were 
not inhibited by the delusion of gain with which many persons 
throughout the community are obsessed. 

Promises of these sorts are no less necessary to progress than 
those entered into on the simple principle that “business makes 
money.” The psychology of the intensely progressive com- 
munity is such that it must advance by fits and starts, if it 
advances at ali. Business promises are simply signs that opera- 
tions are to be performed upon goods. In the absence of all 
suspicion of dishonesty the goods are in any case a problematical 
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factor: they are not necessarily all in existence; they are largely 
future goods. Such promises are to a considerable extent a 
mathematical negative—a statement of a void waiting to be 
filled with goods. They are, therefore, a dynamic element; their 
social utility is to remove all doubts about personal responsibili- 
ties, and to reduce speculation to a system. They signify that 
something needs to be done, that present things are imperfect, 
and that better things are wanted. A circulating medium offers 
some forms of promise as prices equivalent in every operation of 
exchange, and these promises at bottom all look towards a return 
of goods for goods. Hence it is an unavoidable conclusion that 
business promises in some form or other must constitute the 
circulating medium of a country. The statement that they repre- 
sent present goods is an error. Business promises represent 
future goods and circulate present goods. 

Having made the point that credit alone can furnish the cir- 
culating medium of a progressive society, we have next to find 
out its effect upon price fluctuations. The effect is produced 
through the interaction of different kinds of credit found in such 
a society. They may be described as: 

I. Capital Credit, that which is the result of the activities of 
the promoter and of the underwriter. Promises of this class 
are not all called debts. Some of them are “stocks,” or titles to 
the property of a corporation. However, they stand on the 
books of the corporation as debts to the stockholders, and consti- 
tute claims against the corporation when the latter is wound up. 
Economically, therefore, they are debts involving payment at an 
indefinite future time. Bonds are ordinarily classed as debts 
and run for a long period. Stocks and bonds represent the 
present value of all the future goods to be produced by the plant 
which they purchase. 

II. Production Credit consists of the obligations of the 
enterpriser. He desires to cash in his profits without unnecessary 
delay, and is not inclined to enter into obligations which will hang 
over him for a very long time. If he needs any very durable 
plant, he prefers to hire it rather than to buy it. The promises 
that he makes, therefore, will be much shorter than those of the 
promoter, and a great many of them will be proper material for 
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bank discount. He buys machines and raw materials, and dis- 
counts his notes and those of his customers. 

III. Exchange Credit arises chiefly in the wholesale jobbing 
and retail trades. Ina sense this credit is created for the purpose 
of transportation, since the marketing of goods is so largely a 
specialization of the function of transportation. In fact the 
modern jargon of business speaks of the jobber as a distributer. 
Especially in international trade are promises of this species 
made. It is they that are quoted on the foreign exchanges. In 
the speculative markets, also, exchange of goods and contracts 
for goods gives rise to them. They put off the return of an 
equivalent for but a short time. They are, therefore, especially 
desired by banks as an object of investment, and form a most 
important step in the machinery of fixing the price level. These 
promises run for a very short time. 

IV. Demand Credit, deposits, bank notes, paper money, metal- 
lic money, whatever is known as “cash.” This is the circula- 
ting medium. It is what would ordinarily be called the cause 
of prices. It constitutes the acceptable means of circulation of 
goods when purchased for consumption. It is the price-equiva- 
lent of goods and the expression of purchasing power. Of the 
different forms of such money, bank deposits are unquestionably 
the most important. Paper money does not fluctuate and plays 
no part in organic inflation, while bank notes are not usually 
desired. Metallic money is used as reserve, since it is an awk- 
ward means of recording business promises. It is, therefore, 
theoretically proper, and does not lead us far from the truth, if 
we look upon deposits as the determinant of the price-equivalent, 
and, therefore, of the degree of organic inflation. 

Of these kinds of credit the last one operates as the circula- 
ting medium. In fact, as already shown, it constitutes the cir- 
culating medium. Capital credit, production credit, and 
exchange credit must be transformed into circulating credit in 
order that they may affect prices in any systematic manner. 
Of course, anything which produces in sellers of goods confidence 
in a profitable future payment raises prices. The mere belief 
that a person owns much capital gives him credit. The knowl- 
edge that goods purchased are to be used in production is an 
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inducement to part with them. The knowledge that a distant 
purchaser desires them persuades the seller to wait until trans- 
portation is completed for the liquidation. An unwritten prom- 
ise induced in any way means more future goods offered for 
present. But it will be admitted that the general practice and 
the convenience of business have created a uniform class of 
promises which record the amount of future goods offered for 
present ones. These are demands in the form either of deposits 
or bank notes. 

The ways in which this circulation is created, however, differ 
somewhat. In the ordinary course of manufacturing or of trad- 
ing, the discounts are obtained in exchange for personal notes 
and bills. These notes and bills come under the head of either 
production credit or exchange credit. They are created to bind 
either contracts of production, exchange, sale, or transportation. 
Such personal notes and bills will vary somewhat in the length 
they run. Perhaps they are drawn for a somewhat longer time 
in production, and for a somewhat shorter time in exchange. 
The transportation of goods to great distances, however, might 
give rise to exceptional cases in which exchange promises ran 
longer than production promises. 

But in the large central markets for credit the inducement to 
create demand promises does not arise wholly in this way. There 
is a market for financial credit apart from that for industrial 
credit. In this market a iarge amount of demand credit is 
created by the hypothecation of capital credit directly. _Promo- 
ters and speculators on the stock exchanges take their titles to 
capital goods or rather to “future’’ goods, i. e. those present goods 
dedicated to production plus the expected profits, to underwriters 
and bankers, and obtain from them indirectly or directly demand 
credit based upon the estimated value of the pledge. Another 
way of creating demand credit is also much used: proprietors of 
businesses, on the strength of their titles to “future” goods, some- 
times, by a pledge of the same, induce owners of present goods 
to part with them for bills or notes. The vendors take the bills 
or notes to a bank and get them discounted. 

Thus, in one way or in another, all the expectations which a 
business community entertains of future production are trans- 


i 
| 
uN \, 
| 
| 

| tt 
| 


1906 | The Influence of Credit on Prices. 119 


formed into present purchasing power, and the most important 
part into documentary demand promises which we call the 
circulating medium. Fundamentally these are promises to pro- 
duce goods and to sell them in such a way as to furnish a 
continuance of purchasing power to the holder. Nominally they 
are promises to pay money. But the organization of business has 
confined the active operation of the latter promise to rare occasions. 
It is to the interest of all hands that the promise to pay be only 
carried out in the case of failure of liquidation in the customary 
way. What business men want is not money, which neither 
spins, nor weaves, nor satisfies any appetite, but something that is 
at work and gives off returns. Money does not do this, but 
credit does. The contingency in which the nomination of the 
bond is really exacted does not come into operation oftener than 
about once in twenty years. The last time that gold got into 
circulation to any extent was for a year or two after the crisis of 
1893, and to judge by precedent we are not to look for it again 
for eight or nine years to come. To be sure, this guaranty is 
exacted somewhere and to a slight extent every day. The 
general occurrence of this literal interpretation of the promises 
of commercial paper constitutes a commercial crisis. The steps 
leading up to this unusual state of affairs depend entirely upon 
the relation of the different classes of promises to each other, and 
these we are about to study. If commercial paper on maturity is 
not “taken up” with new paper, discounts cease, and the alterna- 
tive of taking up with demand credit occurs. A corollary of this 
situation is that new demand credit is not created. The circula- 
ting medium contracts indefinitely; a crisis ensues. The steps 
leading up to this state of affairs should need careful study. 
Prices are looked upon as an index of many things: of the 
ratio in exchange, of the value of the standard money, and of 
prosperity, among others. It is with the last point of view— 
prosperity—alone that we are concerned. We have already seen 
that an isolation of prices so far as they are an index of prosper- 
ity, shows that they correspond to a certain inflation, the exist- 
ence and causes of which we wish to discover. It is universally 
recognized that prices rise in time of speculation. The fact is in- 
contestable, but the reasons given are always unsatisfactory. The 
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naive explanation always is that speculation raises the price of 
goods. That men buy high in order to sell higher, and thus create 
a bull market for goods. This explanation places the cause 
largely in the market for consumption goods alone, whereas the 
cause lies closer to the market for production goods. Moreover, 
the explanation is unsatisfactory, because it is materialistic in ten- 
dency in that it lays stress upon goods, and fails completely in 
analysis of purchasing power. It does not show why prices fall. 
Mill says: ‘These (speculators) by further purchases produce a 
further advance, and thus a rise of price for which there were 
originally some rational grounds is often heightened by merely 
speculative purchases until it greatly exceeds what the original 
grounds will justify. After a time this begins to be perceived. 

The price ceases to rise, and the holders, thinking it time to rea- 
lize their gains, are anxious to sell.” * Or again, “Accordingly 
these are the times (speculative times) when the rate of interest is 
low, though for this too there are other causes. During the 
revulsion, * on the contrary, interests always rises inordinately,” * 
etc. This is all the light that Mill gives on the subject of the 
causes of inflation and deflation of prices. 

Writers were chary of committing themselves on a question 
of a general rise of prices so long as values were looked upon as 
only ratios in exchange, and a general rise in values was, there- 
fore, considered impossible. Some attempt was made to explain 
prices by the rise of special articles. It was argued with much 
plausibility that overspeculation took place in certain goods result- 
ing in failures which involved innocent parties and finally all 
industry. There was considerable truth in this explanation, 
sufficient at least to ease the scientific consciences of students, 
who must have had a vague feeling that the whole subject had 
not been covered by a mere juggling with exchange values. It 
was assumed that somehow or other a movement which started 
in a fluctuation of exchange value of particular articles induced 
an excess of promises in payment for those particular articles, that 
more and more articles were gradually drawn into the speculative 


* The italics are mine. * The italics are mine. 
* Book III, Chap. 12, Sec. 3. “Chap. 23, Sec. 3. 
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vortex, and that the credit generated in this way finally affected 
the whole circulation, on the quantity theory of money. But 
these are glittering generalities with which no thinking man can 
be satisfied, and probably no thinking man has been satisfied with 
them. It is high time that the causes of a general rise in prices 
be more carefully studied. : 

Undoubtedly dealers in coffee, copper, and cotton are continu- 
ally speculating in those articles. The supply of some and the 
demand of some are subject to violent fluctuations which cor- 
dially invite speculation. But the bull party does not have its 
way simultaneously in all commodity markets. Some goods rise 
when others fall (always barring fluctuations in the standard of 
value), and thus on the average the mass of commodity prices 
is little affected. This principle of compensation is the one 
applied in the construction of all unweighted tables of average 
prices; and unweighted tables are the ones generally adopted, 
partly because they do not differ much from weighted tables. A 
little reflection will show that the market for goods can hardly 
account for the phenomenon of price fluctuation which takes place 
within it. The market for goods is the market for exchange 
values. 

But the market in which general prices are raised is not, prop- 
erly speaking, a goods market at all, but the financial market or 
markets. It is in the market for titles to productive goods and 
their produce that the chief stimulus comes to prices. And if any 
market of goods is fundamentally responsible for the general rise 
in prices, it is rather the market for capital goods than that for 
goods generally, and very rarely, or at least moderately, that for 
consumption goods. 

For we have to account for a general fluctuation in prices. It 
is commonplace in business experience that a time of prosperity 
is a time of rising prices. The general cannot be explained by 
particulars in this instance any more than in other topics in politi- 
caleconomy. “An individual observes that when he has twice as 
much money he is twice as well off; since what is true of each 
must be true of all, he infers that if the community had twice as 
much money it would be twice as well off. A piece worker notices 
that an increase of diligence adds to his wages is like degree; on 
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the same fallacious grounds he reasons that if the working classes 
could double their efficiency they would double their income. An 
investor sees that his income from investments varies directly 
with his capital, and concludes that the advantage society reaps 
from capital varies directly with its amount. A landowner 
observes that his rent increases with the yield of his land, and 
infers that the share of the landlord class will increase with the 
productiveness of the soil. An individual producer finds his 
prosperity furthered by the exclusion of competing foreign 
goods, and arrives at the proposition that the prosperity of a 
society will be increased by the exclusion of all goods that com- 
pete with the products of any home producer.” + We add that 
fluctuations in single commodities can not explain fluctuations 
in all commodities. The phenomena are generically different. 
This difference is recognized by those who make deductions from 
fluctuations in the value of the standard money; but it has never 
been recognized by those who account for inflation, unless perhaps 
in the case of government paper money—dquite a different topic 
from that now under discussion. Half anticipating our objec- 
tion, however, those who reason about inflation try to meet it 
by saying that speculation in goods is infectious, that it spreads 
from commodity to commodity until the whole range of the 
goods market is involved. This position is further bolstered up 
by the obvious statement that speculators use all of their credit 
as well as their money, and that credit raises prices as much as 
money does. Indeed the idea of a use of credit is unavoidable, 
for on the quantity theory prices could never rise if money were 
constant and transactions increasing. But the explanation stops 
where it should begin. It is not true that credit first appears in 
the goods market. On the contrary, it first begins to expand in 
the separate market for credit. 

If credit simply swelled on the principle that “business makes 
money,” there would be no rise in prices. The point needing 
explanation is why credit not only equals the increase of business 
but far outstrips it, and the hardest point of all, what puts a limit 
to the expansion? Modern conditions exclude the conclusion 

*E. A. Ross: The Total Utility Standard of Deferred Payments. Annals 
of the American Academy, vol. iv, p. 435. 
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that the world-wide movement of general prices arises from 
trivial speculation in the goods market. In small primitive com- 
munities, such as were found in Holland in the early seventeenth 
century, speculation in tulips caused a crisis among the specula- 
tors. As these included a large part of the population, many of 
whom deceived themselves into the idea that they were rich, there 
was probably some rise in the price of such articles other than 
tulips as would be demanded by such persons. But it is appar- 
ent that a cause which then could not have been very effectual 
could under modern conditions exert hardly any influence at all. 
Inflation, however, recurs with almost astronomical regularity in 
a modern industrial community. 

Somewhat nearer our quest of a general cause for inflation is 
the laxity in scrutinizing security which spreads through the 
community in time of prosperity. It is economically the 
duty of the banker to be careful that his loans be productive of 
values, that they bear fruit in the hands of the borrowers. The 
banker’s means for accomplishing this surveillance is the require- 
ment that maturing credit be liquidated in new, good credit. In 
times of prosperity sufficient care is not exercised in this matter. 
Borrowers are permitted to prolong their obligations. Accom- 
modation paper creeps into the banks’ portfolios. The public 
neglects to use the usual proportion of metal in its daily transac- 
tions, and thus insensibly the manufacture of promises gains on 
the manufacture of goods and outstrips it. This explanation is 
more valid. It is not peculiar to any market for goods. The 
banker’s laxity is impartial. His extension of credit may be used 
for the purchase of any and all wares. Nevertheless, the 
explanation is not complete. We still want to know how this 
laxity is brought about, and who is the tempter that misleads a 
whole generation with empty promises. 

Of course there is no first cause in the eternal round of impulses 
which leads from prosperity to depression and back to prosperity 
again; but if we are to select any link in the chain as pre- 
eminently the starting point of inflation we must find it in the 
market for “future” goods—that is to say, in the market for capi- 
tal, and not in the market for material, present goods, many of 
which are destined for immediate consumption. The principal 
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market for such capital and for its expected produce is, of course, 
the stock market. This is the principal market, the most influen- 
tial market—it is not necessarily the most extensive. Every 
village in the land witnesses constant dealings in future goods. 
Every country bank that loans to a farmer does thereby estimate 
the productivity of the farmer’s capital and his expected profits. 
But here again we have not the starting point of a general move- 
ment of inflation. This we must find in the large schemes that 
are valued in the stock market. What we need is professional 
promoters and brokers and the surplus earnings of a whole people 
centering upon one point, in order to give the exquisite impulse to 
the upward movement. 

In this country the New York stock exchange is the primary 
market for future goods. To the stock exchange we may add 
the “curb,” the domestic and foreign banks, the professional 
brokers, and all that goes to make up the market for future goods 
known as “Wall Street.” There stocks and bonds are sold and 
obtain a market price. New flotations receive especial attention. 
The property dealt in consists in the right to receive the produce 
of industrial concerns, and also whatever plant may accompany 
the title. Primarily the sale of stock is the sale of profits ; second- 
arily of the “future” goods that the concern may already own as 
its plant and stock of raw materials. The means of production 
are incidental; the chief thing sold is the value of the future 
products minus the cost of production, the difference being dis- 
counted to give a present value. If the title to future profits is 
bid off at auction, the sum received at the sale represents neces- 
sarily the purchaser’s idea of how great those profits are going 
to be. This sum is imputed to the plant, franchises, etc., of the 
concern, and constitutes its capitalized valuation. The market 
for such titles to profits is the primary market for future goods, 
and is the scene of the real beginning of inflation in a time of 
prosperity. 

It has been correctly laid down by many authors that the period 
of prosperity and rising prices requires as a condition precedent 
the existence of “savings,” or in other words, surplus, uninvested 
income, and of new opportunities for investment. Saving takes 
place anyhow in an industrious community, especially if it be 
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sufficiently strong of will to adopt habits of parsimony in times 
of depression. At such times labor-saving devices are often 
quietly introduced with as little friction as possible from the 
trades unions, and thus saving goes on faster. 

The inventions, improvements, and reorganizations themselves 
constitute a wider market. Manufacture of labor-saving devices 
and manufacture with them claim special attention from leaders 
in the business world. The captains of industry are speculators 
in opportunities rather than speculators in goods. They perceive 
that the whole face of business, its environment, its extent, 
content, and organization, are revolutionized as the result of the 
preceding crisis and depression. Old methods are out of date, 
and the unfortunate ventures of a dozen years ago have shown 
up the weak points in the plans then made. These clearsighted 
men, therefore, make their best endeavor to profit by the past 
failures of others. They know, however, that one procedure 
has always been successful, viz., the simple plan of offering titles 
to future profits to men who have a surplus to invest, and who 
belong in large part to a new generation. 

The crisis stuff is now assembled. The promoters take any 
occasion they deem prudent to bring out their titles to income. 
Perhaps the opportunity is given by the fame of an invention 
or inventor, perhaps by claims of economy, perhaps by an especial 
demand arising from a large purchaser, such as the government 
requiring munitions of war. The claim of certain pessimists, 
however, that financiers encourage wars in order to make the 
stock market lively, has little foundation. The boom that was 
going on in 1898 indeed was not stopped by the Spanish war, 
but did not originate with it. War rumors generally cause a 
fall in the price of stocks, as did the blowing up of the Maine; 
but it is not part of the business of this paper to describe methods 
of promotion. It is sufficient to enquire how promotion methods 
cause a general rise of commodity prices. 

The essential fact of the movement is that stock prices are 
high. What constitutes a high price for stocks? From the 
social point of view it means, of course, that the expected surplus 
is large when compared with the expected outlay. The investor's 
point of view is somewhat different. He does not care for sur- 
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plus but for income. If he knew what the income was to be, he 
would then discount it at the current rate, and that quotient 
would constitute the value of the property to him. If he paid his 
good money at that valuation he would buy the stock “right,” no 
matter how high a social surplus it might represent. Neverthe- 
less, by so putting a valuation upon the stock he has effectually 
fixed the expectation of a social surplus, and he has already 
started the process of putting that higher valuation on present 
goods which we call a rise in prices. 

The profits which society expects to make on a given industrial 
enterprize are, therefore, contained in the valuation which the pur- 
chaser has put upon his newly acquired stock. In that sum no dis- 
tinction is made between the value of the plant and the surplus 
expected from it. The producer has simply subtracted from the 
expected profits that portion which he is contented to receive as 
income -upon his investment. Professor Irving Fisher has 
shown! that expected inflation raises interest, but we are here 
facing the complementary fact: inflation is not yet expected. 
Consequently the investor discounts the future at the ordinary 
rate of interest, and the big social surplus of the future is a serious 
quantity firmly believed in and set down to the account of princi- 
pal. It is not until a later stage of the game, when loans are 
called for from bankers, that the nominal nature of much of the 
capitalization evidenced by stock sales is fully recognized. It is 
then that the professional guarantors of credit (commonly called 
“bankers,” “money lenders,” or “capitalists” ) extend the infla- 
tion from the capital account to the interest account. They raise 
the rate of interest in order to reimburse themselves for the 
inflation which is sure to follow from their own too liberal 
discounts. 

The high price paid by our investors represents future goods in 
that it discounts down to the present time the expected annual 
output of values for an infinite series of future years. Here we 
have at once an expression of future values, and a valuation much 
higher than had just previously been made for the same property. 
The actual physical tools and apparatus of industry are the same, 
and no change has taken place in the stock of materials and 
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finished goods on hand. What is true of our typical investor 
holds, of course, in greater or less degree, for all investors. We 
have therefore in our society, right at the start, an increase in 
nominal capitalization without any increase in goods; and this 
increase in capitalization is the offering of expectation of future 
goods and of nothing else. 

The operation of translating these expectations into a price- 
determining medium of circulation is simple and inevitable. The 
great cause of the rise of prices is expectation of profits, but, like 
most great causes, it is engendered within a narrow circle, per- 
haps hidden from view. But the great display comes when 
prices rise. As is usual with brilliant phenomena, men are daz- 
zled by them and are unable to perceive their cause, though it may 
lie close at hand. The simple fact is that inflated stocks are 
used as collateral with bankers and capitalists. They are put up 
as security for present purchasing power, chiefly bank’ deposits. 

That is positively all there is to it, although the details may be 
complex. The first hypothecation of the stocks takes place, 
perhaps, in the call money market. Brokers’ banks accept the 
stocks as worth up to within a few points of whatever may be 
the prevailing quotations. If brokers’ banks do this, why should 
not other banks also loan at the same valuations? And they do it 
all over the country. The business unit, whose title the stocks are, 
receives an accession of credit equal to the estimate put upon them 
in Wall Street. Its purchasing power is correspondingly raised. 
It is enabled to extend its operations, to purchase more raw 
materials and machinery, and to make improvements. The 
greatest rise in prices, therefore, would naturally take place in 
those branches which supply raw materials, machinery, and im- 
provements, and statistics show that those are commodities that 
feel most the effects of the rising prices. 

The particular order in which prices rise among particular 
commodities does not concern our theory essentially. A careful 
study of prices, however, discloses a mixed effect. The 
exchanges for produce and the market for clothing and other 
necessaries are active when the stock exchange puts out the signal 
that the nominal purchasing power of the community has been 
marked up. It is not surprising, therefore, that prices rise in. 


a 
e 
t 
t 
; 
| 
| 
| 
ij 
4 
{ 
j 


128 Yale Review. [ Aug. 


some speculative necessaries before they rise in raw materials. 
The fact, however, that the greatest rise in prices (and subse- 
quently the greatest fall) takes place in materials and machinery 
is significant of the underlying cause of the general price move- 
ment. When such powerful influences are at work those com- 
modities alone escape a rise which are being replaced by sub- 
stitutes or in the manufacture of which improvements have taken 
place which counterbalance the increase in nominal value. 

If the facts have been correctly stated, then the time-honored 
mode of expression that “money represents goods” (meaning 
present goods) is shown to be an error. What “money” repre- 
sents is future goods. The circulating medium is nothing more 
nor less than the promise of goods to be produced. A sale is an 
exchange of present goods against warrants on the future. The 
sale is economically consummated when the future goods are pro- 
duced and exchanged. An estimation has been made in financial 
circles, including the stock market, as to what is to be each future 
year’s harvest of commodities. There they lie, the goods- 
harvest of each year in a separate storeroom, each under a time- 
lock. On the door of each room is plainly inscribed the number 
of the year. The expectation is that as the year comes around 
the door will open and the distribution take place. If the goods 
are there, there has been no mistake in the calculation, and the 
rise in prices was justified, for every man that paid out the 
increased promises known as “money” will receive the material 
things with which to make them good. So long as this funda- 
mental guaranty of productivity is made good, prosperity will be 
general and solid. Deposits arising from any loan purchase any 
and all goods, whether desired for use in the business for which 
the deposit arose, or in some other business totally disconnected, 
or for consumption. Credit is completely generalized,’ and the 
rise of prices permeates every corner of the market for present 
goods. 

The visualization of the process of falling prices is undoubtedly 
more difficult than that of rising prices. Why should prices fall? 
Could there be a financial crisis followed by an economic depres- 
sion if prices only kept on rising? Vulgar remedies for crises 

*See the writer’s article, The Source of Financial Power. Journal of 
Political Economy, vol. 13. 
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generally turn upon a proposition to keep prices rising in some 
way. But it is impossible to turn a leopard into a tiger by 
painting rings instead of spots on him. There is indeed a 
psychological moment at which banks have been enabled to soften 
some of the acutest crisis symptoms by taking upon themselves 
risks that others have incurred, by liberal loanings for a few days 
or a few weeks of acute financial distress. Apart from such 
mere palliatives, the broad historical fact remains that the profits 
never equal expectations. 

When we reach our metaphorical store room on our annual 
dividend day and the door swings open, the goods are found 
neither in expected quantity nor in expected value. They are 
not found in expected quantity because the improvements in pro- 
duction have not turned out so economical as promised, and 
because the advantages of large combination have turned out in 
some cases to be disadvantages. They are not so valuable as 
expected, for although it is true that their exchange values against 
each other remain unaltered (on the principle of economic statics 
that a general overproduction is impossible), yet their subjective 
values are affected, and this amounts to saying that a general 
overproduction is dynamically possible. 

Thus apart from the quantity of goods arises the question of 
their quality. In order to maintain the cycle of economic life 
consumption is absolutely necessary, and there cannot be an indef- 
inite increase of consumption (there is no question of an increase 
of population). The essence of an oversupply, therefore, is its 
effect on subjective values. This effect cannot be expressed in 
the exchange of present goods with each other, as already 
explained. It can only find expression, therefore, in the circula- 
ting medium, or in other words, in the exchange of present with 
future goods. 

The disappointment of expectations from the oversupply of 
goods and fall of subjective values necessarily begets the idea 
that the expectations for still more years will be further disap- 
pointed. A feeling of insecurity gets abroad which amounts to 
a realization that prices are promises. It is gradually brought 
home to the consciousness of each seller that he must look after 
the validity of the promises he accepts in exchange. The result 
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is at first a tendency in the market for present goods to raise 
prices further rather than to lower them at once, for since the 
now present goods are a disappointment of past expectations, 
so the now future goods are expected to bring a still greater loss 
compared with present goods, and, consequently, a greater 
number of dollars’ worth of them must be promised. 

It will readily be seen, moreover, that a rise in prices based 
upon a fall of subjective values cannot be a cause of business 
profits. Quite the contrary. The rise is accompanied by the 
fall of profits. Nor can it last long, for this “extension”’ credit is 
a mere grasping at thin air, and the fall of profits is destined 
before long to bring down prices by a reversal of the operation 
which originally sent them up. 

The logical and usual order in the upward movement is: 
stock prices, loans, commodity prices. On the downward curve 
stock prices still exert the most potent influence over loans and 
commodity prices; but whereas stock prices were the first to 
rise, commodity prices are usually the first to fall. This fall is 
due to a disappearance of subjective value in the goods combined 
with a diversion of loans from the channels of production to 
stock speculation. But when profits begin to fall, then stock 
prices must, and the fall of commodity prices is enormously 
accelerated.! 

The real difficulty of the problem is to locate and bring into 
relief the fall of profits. If this has been successfully done 
the rest of the explanation is easy sailing. The fall of profits 
lowers the price of stock on the stock market. The fall of stock 
values lowers the collateral for every operation of guaranty, 
and of the translation of capitalized expectations into circulating 
medium. Promises having shrunken in the primary market for 
promises, the stock market, shrink correspondingly in the retail 
market for circulation or demand promises. 

So long as the subjective value of the promises was superior 
to the subjective value of present goods, the former were ade- 
quate and more than adequate to circulate the latter. The use of 
a larger value of future goods to circulate present goods simply 
amounted to a discount upon the former. High prices simply 


*Cf. Dr. M. J. England, MSS., Study on Statistics of Credit and Prices. 


| 
if 
a 
q 
4 
i | 


1906 | The Influence of Credit on Prices. 131 


expressed high future profits. But the moment that the subjec- 
tive value of future goods falls below that of present goods, the 
former become inadequate to circulate the latter. In order that 
a system of trade may be carried on, it is always necessary that 
equivalent “money” value be offered for each transaction. In 
the absence of sufficient equivalent in the form of promises, it 
is necessary that some unconsumable present good be brought 
in as a makeshift to supply the deficiency of promises, and to 
raise the valuation of the circulating medium forthcoming for 
each exchange to the value of the goods exchanged. Real money, 
gold, is employed for this purpose. The true function of money, 
therefore, is to make good a guaranty in case of the periodical 
recurrence of a failure of the main body of the circulating 
medium to be equal to the demands upon it. It is, of course, 
notorious that the metal in circulation increases very greatly 
during a period of crisis and depression in a society possessing a 
highly-organized industry. 

During these vicissitudes of price level there has been no 
hint of suspension of specie payments. Suspension has fre- 
quently occurred as an effect of government paper money, but 
seldom as a result of normal inflation. The bankers who 
guarantee the circulation are usually active in the effort to main- 
tain its integrity, so that the business man receives it without 
suspicion. As prices go up, the exchange value of the whole 
circulation, including all of its constituents, metallic money 
among the rest, falls correspondingly, and as prices contract 
under the influence of falling profits, the closely scrutinized credit 
brings more goods, and so does gold. There has been no change 
in the supply of gold from the mines, no new fields, no new stocks. 
The value of money in present goods fluctuates under the sole 
influence of credit. Credit is thus for short periods the deter- 
mining factor of the price level. 

Apparently there has been no difference or disparity in the 
exchange value of credit and of metallic money. As a matter 
of fact such a difference has emerged, but not to a sufficient extent 
to attract the attention of business men. It is one of those cases 
in which the disease cures itself. In the period of inflation the 
foreign bankers and money dealers do notice a fall in the value 
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of gold. They, therefore, export it for a profit, and a steady 
stream may flow out of the country so long as the inflation con- 
tinues, thus counteracting the inflation. Correspondingly, gold 
flows into the country in time of deflation, and prevents too great 
a fall of prices. But in all this gold movement it is evident 
that credit is the active factor, the causa causans, while gold 
is passive and complementary. 

Very rarely, about once in twenty years, the deflation becomes 
so pronounced, promises are so discredited, promises deemed good 
are so rare, that the metal becomes almost the only medium. Its 
purchasing power is then exaggerated far above its cost of 
production, and it may truly be said that a “break of gauge” has 
occurred between credit and money. Then takes place a most 
necessary housecleaning in a nation’s whole economy. Bad 
methods are discontinued, successful enterprises are approved, a 
new organization of industry gives rise to a new organization of 
credit, and industry starts up again on a higher plane. But the 
process of the relation of promises to production preserves the 
same general features. 


PRINCIPLES SOUGHT TO BE ESTABLISHED. 


I. The promises arising in production and trade are the real 
circulating medium. 

II. Apart from the influence of the standard of value, and 
superimposed upon what would have been the level of prices 
if that standard were the sole regulator of prices, and if the only 
role of credit were what is ordinarily implied in the phrase 
“business makes money,” there is an additional (or differential) 
rise in prices due to the rise in securities in a period of business 
expansion. 

III. Securities rise because it is thought that future goods 
are worth much more en masse than present goods, even after the 
discount has been subtracted. Thus securities are practically 
future goods, and when they are put up as collateral, the resulting 
circulation represents the goods believed to lie in the storehouse 
of future years. 
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IV. This expansion causes a temporary, normal inflation, 
which carries along with it a lowered exchange value of the 
standard until the reaction occurs. 

V. The inflation is normally arrested by the discovery that 
profits do not come up to expectation. This discovery lowers the 
value of collateral, decreases discounts in proportion to trans- 
actions, and hence lowers prices. 

VI. Prices now fall below what the standard of value and 
“business” credit would have made them. Creditors call for the 
guaranty of money payment. There arise for the first time 
two sets of prices—“‘credit” prices and “money” prices. 

VII. The result of this “break of gauge” between money and 
commercial promises is a reorganization of business on a new 
basis, the rejection of methods found wanting, and the creation 
of new and better promises. 

VIII. On account of the sensitiveness of the rate of interest 
to fluctuations in prices, it will rise in the prosperous period and 
fall in depression compared with where it would have stood if 
dependent merely on the usual marginal value of money. 

IX. Crises are a normal feature of economic progress. 


W. G. LAnGwortHy TAYLOR. 
University of Nebraska. 
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THE FREEDMAN’S SAVINGS BANK. 
Il. 


IV. THe ADMINISTRATION OF DOUGLASS AND THE COLLAPSE 
OF THE BANK. 


Douglass was elected president in March, 1874, and assumed 
office in April. He stated afterward that he accepted the presi- 
dency, not because he had any experience in banking, but because 
he thought that his influence with his race would strengthen the 
bank and enable it to weather the storm. Both Alvord, the 
outgoing president, and Stickney, the actuary, assured him that 
the bank was sound. Douglass knew nothing of the manage- 
ment of the bank, and the officials took care to keep him ignorant. 
He issued circulars assuring the blacks that the bank was safe. 
But his suspicions were aroused by the evident effort made by 
the actuary and others to keep him in ignorance of what was 
going on. He found that the correspondence was carried on 
in a cipher to which he was given no key. The report of the 
Comptroller of the Currency, which showed that the bank had 
liabilities of $3,338,896.15, with resources amounting to $3,121,- 
O10, a deficit of $217,886.15, finally convinced him that the bank 
was beyond redemption.!. He noticed also that the trustees and 
officials had withdrawn their deposits; that $10,000, borrowed 
from him in an emergency, was not repaid. So he turned to 
Congress for relief. Several months before this the reform 
element in the bank administration, headed by A. M. Sperry, the 
inspector, had tried to get Congress to investigate the affairs of 
the bank, but the trustees denied Sperry’s allegations and suc- 

' Bruce Report, pp. 236 ef seg. 
Ho. Misc. Doc., No. 16, 43d Cong., 2d Sess. 
New York Herald, May 1, 1874. 


Bruce Report, Appendix, p. 44. Douglas Report, p. 178. 
Douglass, Life and Times, pp. 488-490. 
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ceeded in preventing any action by Congress." Douglass went 
to Senator Sherman, Chairman of the Senate Committee on 
Finance, and told him that the bank was insolvent and needed 
investigation by Congress. As he says; “I began to discredit 
the bank in the eyes of the Banking Committee of the Senate. . . 
I spent my time mostly in doing that sort of business.” ? The 
trustees (some of whom had given information to Douglass 
to prove the unsoundness of the bank) and Stickney, the actuary, 
went before the Committee and denied that the bank was unsafe. 
Douglass, however, convinced the Committee and secured the 
passage of the Act of June 20, 1874, which in effect placed 
the old bank in liquidation and began a new one. The business of 
the past was to be separated from that of the future, loans were to 
be called in, non-paying branches closed, and all accounts of the 
old bank settled. The new bank was to invest one half of the 
deposits in United States securities and could make loans out of 
the remainder on real estate not only in the District of Columbia, 
but also in the vicinity of the branches. The rate of interest 
paid on deposits was limited to 5 per cent., and no loans of over 
$10,000 could be made to one person. The above provisions 
were to save appearances and to give the trustees an opportunity 
to get the bank out of its difficulties if it was possible to do so. 
But the real significance of the act was in the section which pro- 
vided that, if the trustees thought it proper, they might nominate 
three commissioners to be appointed by the Secretary of the 
Treasury to close up the bank and its branches, collect its loans, 
realize on its investments, and pay the proceeds to the deposi- 
tors.’ 

After the passage of this act there was a faint pretense at 
reorganization. Douglass seems to have been somewhat opti- 
mistic, and issued a circular stating that the bank was now on a 
firm basis, that the $217,000 deficit, caused by non-paying 
branches, too high interest rate, “senseless” runs, hostility to the 


‘Douglas Report, pp. 254-256. Bruce Report, pp. 178, 179, 238. 
* Bruce Report, p. 237. 
Douglass, Life and Times, p. 491. 
* Bruce Report, pp. 238, 239, and Appendix. 
Douglass, Life and Times, p. 491. 
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negro race and hence to the negro bank, and general hard 
times, could soon be diminished under careful management. He 
promised economy and prudence in future management, showed 
that new depositors were protected from old debts, while the 
best possible arrangements had been made for the old depositors. 
Hereafter, he stated, the constant drain of deposits to Washing- 
ton from all over the country would cease, and investments would 
be made in the vicinity of the branches.’ The trustees tried to 
begin reformation by making Stickney, the actuary, give bond 
as required by law. He had held his position for two years 
and had never made bond. At first he was not asked to make 
bond, and later, when asked to do so, refused on the ground that 
the business of the bank was so involved that it was not safe 
for him to do so. Now when called before the trustees, who 
suspected him of crooked practices, he again refused to give bond, 
and as Purvis, one of the trustees, said: “Then Stickney com- 
menced to cry. That was pretty good evidence of his guilt, 
for we were not in a prayer meeting.” ? 

After a few days it was decided to close the bank on June 29, 
1874, and nominate commissioners to wind up its business. On 
June 30, 1874, the day after closing, we find that one Juan Boyle 
borrowed from Stickney on slender security $33,366.66.2 As 
near as can be ascertained there was due to depositors at the 
date of closing the sum of $2,993,790.68, on 61,144 accounts. 
In the bank was found only $400 in United States securities. 
The latest statement that can be obtained from the branches is 
that of January 24, 1874, which is given below. It will show 
approximately how the losses were distributed. 

' Bruce Report, Appendix. 

* Bruce Report, p. 139, and the report of the committee. Douglas Report, p. 


76. 
® Stickney explained this by saying that Boyle had the money already and that 
the bank had no evidence of the debt. Consequently on June 30th he had 
accepted Boyle’s note and any security that he was willing to give. This was 
better than nothing. Later the commissioners found that Boyle had been 
employed by Alvord to sell securities for the bank and that out of each transac- 
tion he had kept back some money until he was due the bank $33,366.66.— 


Bruce Report, pp. 140, 157, 181. 
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The Freedmen's Savings Bank. 


AMOUNT OF DEPOSITS AT THE BRANCHES, JANUARY 24, 1874. 


Thus ended in failure a most promising plan to aid the negro 
race. The causes which led to this failure, as has been known, 
were various: bad business management; neglect of duty by the 
honest trustees; the failure of Congress to investigate in time; 
the general depression of business in 1873; hostility to the bank 
as a race institution and as a connection of the Freedmen’s 
Bureau; dishonesty in the branches; and finally and fundamen- 
tally the corrupt use of its funds by the “ring’’ of District of 
Columbia trustees and officials. The bank had a splendid field 
and according to expert opinion could have survived all other bad 
influences had it not been for the lack of honesty on the part of 
those intrusted with its management at Washington. Like so 
many other enterprises in Washington and the South during that 
period it fell a prey to the general corruption that prevailed dur- 
ing Reconstruction.? 


V. Tue WorkK OF THE COMMISSIONERS. 


Douglass had wanted the commissioners who were to close up 
the bank to have no connection with the trustees; those who 


'Ho. Misc. Doc. 16, 43d Cong., 2d Sess. p. 61. Meigs Report, Feb., 1874. 
Bruce Report, Appendix, p. 22. 

Bankers’ Magazine, June, 1875 ; July, 1881. 

The Nation, April 15, 1875. 
* Bruce Report, pp. 248, 249, 273, 274. Douglas £7. 
Cong. Record, April 22 (1876), p. 2707. 


Branches. Deposits. Branches. Deposits. 
$21,584 | Natchez, Miss. ............ $22,195 
28,404 | Nashville, Tenn. .......... 78,525 
Augusta, 96,882 | New Berne, N. C.......... 40,621 
303,947 | New Orleans, La. ......... 240,006 
reer 55,592 | New York, N. Y.......... 344,071 
Columbus, Miss........... 18,857 | Philadelphia, Pa. ......... 84,657 
Columbia, Tenn. .......... | 26,703 
Huntsville, Ala. .......... $5,003 | Richmond, Va@............. 166,000 
Jacksonville, Fla.......... 22,022 | Savannah, Ga. ............ 153,425 
34,193 | Shreveport, La..........00. 30, 312 
Little Rock, Atk. ......00> 17,728 | Saint Louis, Mo. .......... 58,397 
i 137,094 | Tallahassee, Fla........... 40,207 
Lynchburg, Va. .........-- 19,967 | Vicksburg, Miss........... 104,348 
Macon, Ga....... 54,342 | Washington, D. C......... 384,789 
Memphis, Tenn, .......... 96,755 | Wilmington, N.C. ........ 45,223 
Montgomery, Ala.......... 29,743 1$3,299,201 
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ruined the bank ought to have nothing to do with winding up its 
affairs, he said. But the act of June 20, 1874, allowed the 
trustees to nominate the commissioners, and forthwith three 
relatives of trustees were named—just what Douglass had feared. 
But the Secretary of the Treasury refused to appoint them, and 
other nominations were made: John A. J. Cresswell,’ formerly 
Postmaster General; R. H. T. Leipold, a Treasury accountant; 
and Robert Purvis, a Philadelphia negro, the father of Dr. Pur- 
vis, the negro trustee. These were then appointed by the Secre- 
tary of the Treasury. Leipold was chosen by the trustees because 
he was an expert accountant ; Cresswell, “because he was a cabinet 
officer, the most practical Republican we ever had,” and because 
he had a reputation for appointing negroes to office; Purvis was 
chosen because of his color, a negro being needed to represent 
the race. 

On July 11, 1874, the commissioners made a bond and took 
charge. Cresswell and Purvis did practically nothing but sign 
the checks for dividends (which however was quite a task), 
and it was soon clear that they intended to do little work, but to 
leave all the business for Leipold to attend to. Cresswell seemed 
to think that his part was done by allowing the use of his name 
and his reputation as a friend of the blacks; and Purvis seemed 
to feel that his part was only to be a negro member on the board 
of commissioners. Leipold was an exceedingly unpleasant 
though very efficient person, and he was soon at loggerheads 
with the other commissioners because they would not work, and 
for other reasons. He was advised from the Treasury Depart- 
ment (neither Sherman nor Boutwell liked Cresswell), and he 
was very suspicious of crookedness among the trustees of the 
bank and wanted to prosecute some of them. Purvis, whose son 
was a trustee, stoutly defended them, and Cresswell advised 
against prosecution. Purvis wanted to employ negro lawyers, 
but Leipold would have none of them. When Leipold protested 
against doing all the work, Cresswell and Purvis proposed to pay 

1 Cresswell was a native of Maryland, and in politics had been a Whig, a Demo- 


crat, and finally a Radical Republican. He served as congressman and senator 
from Maryland during the war, and in 1869 he became Postmaster General, 


resigning on July 3, 1874. 
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him $500 a year each (the salary being $3,000 each), and for 
one year this was done. Purvis then objected and the payments 
stopped. To the last Purvis drew his salary for being a negro 
member and Cresswell drew his for being a friend of the negroes. 
Leipold was certainly not a friend of the negroes, and treated 
rudely all of them who had business with the bank. Purvis, who 
had all the American negro’s dislike of foreigners, complained 
that Leipold was a low born, bad-mannered, foreign, fortune 
hunter, whose eccentricities almost amounted to craziness,’ but 
both Purvis and Cresswell testified that Leipold was very efficient. 

It was well known that there were troubles among the com- 
missioners and that only one was giving any service. All of 
them would have resigned, but they were informed by the Attorney 
General that only Congress could relieve them from their duties. 
Between 1875 and 1881 several bills were introduced into Con- 
gress to abolish the offices of these commissioners and turn the 
business over to one. Senator Sherman and Representatives 
Douglas of Virginia and Durham of Kentucky introduced such 
bills, but they were always defeated by the friends of Purvis and 
Cresswell, who were to be legislated out of office.? 

While the commissioners were wrangling, and the friends of 
the blacks were trying to induce Congress to settle the affairs 
of the bank, two Congressional investigations into the affairs 
of the institution were made—one in 1876 called the Douglas 
investigation, and one in 1880 by the Bruce committee. Both 
investigations were made at the instance of the Southern Demo- 
crats and the negro Republican members from the Southern 
States. The Northern Republicans and some of the Northern 
Democrats objected to any more time and trouble being wasted 

Bruce Report, pp. 73-89, 127, 128, 187, 239, and report of committee. 
Douglas Report, pp. 77. Leipold was related to Senator Sherman. 

Cong. Record, Jan. 1875, pp. 751, 752; March 3, 1875, pp. 2261, 2262; Dec. 
14, 1875, p. 207; Jan. 5, 1876, p. 262; Apr. 22, 1876, p. 2700-2708; Feb. 22, 
1877, p. 1273. 

Report of Commissioners, 1878, in Ho. Misc. Doc., No. 43, 45th Cong., 2d 
Sess. 

Bruce Report, pp. 191-194, 239, and appendix, pp. 2-4. 
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on the Freedmen’s Bank.! These two investigations laid bare 
the fraudulent methods and corrupt practices by which the bank 
had been ruined.* The debate that followed the introduction of 
each measure aimed at settling the bank shows the members of 
Congress felt that they as a body were partly responsible for the 
failure of the bank. Bradford of Alabama declared that the 
government was to some extent responsible for the negro’s faith 
in the bank, and maintained that Congress ought not to shirk 
its duty to the depositors. He said further, though, that the 
corrupt administration of the bank was only a phase of the 
general misgovernment all over the South after 1868, a logical 
outcome of the policy of the administration at Washington, and 
he showed that the bank officials were closely connected with the 
administration. Naturally this way of proving the responsi- 
bility of Congress did not appeal to the Republicans. When in 
1875 Durham of Kentucky was trying to have a bill passed to 
relieve the depositors, he was opposed by Republicans such as 
Hawley of Connecticut, who objected, on the ground of “sympa- 
thy for the negro,” to any measure that would legislate out of 
office Purvis, the negro commissioner. Durham answered him 
thus: ‘These 72,000 depositors. .. do not care very much 
about sympathy provided only they can get their money. They 
have been sympathized with by their friends until they have been 
literally robbed. These friends of the colored people have hug- 
ged them around the neck with one hand while they have stolen 
the money out of their pockets with the other.” * Senator 
Morrill said: “We certainly gave this institution of the Freed- 
men’s Bank some sort of credit throughout the country” and 
are largely responsible. He thought the original trustees should 

'The Douglas committee from the House consisted of Douglas of Virginia, 


chairman ; Bradford, of Ala.; Stenger, of Pa.; Riddle, of Tenn.; Hooker, Bliss, 
of N. Y.; Frost, of Mass.; Rainey (negro), of S. C. 

The Bruce committee of the Senate was composed of B. K. Bruce (negro), of 
Miss., chairman ; Angus Cameron, of Wis.; John B. Gordon, of Ga.; Robt. E. 
Withers, of Va.; and A. H. Garland, of Ark. 

® The Douglas report is Ho. Report No. 502, 44th Cong., 2d Sess. 
report is Sen. Report No. 440, 46th Cong., 2d Sess. 

®See his speech in the Cong. Record, Apl. 22, 1876, pp. 2701-2708. 

*Cong. Record, March 3, 1875, p. 2262. 
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have been prosecuted.1 Cameron of Pennsylvania contented 
himself with reminding the Senate that he had predicted the 
failure of the bank as a result of the amendment of 1870. Sena- 
tor Sherman, who all along had tried to have Congress keep 
the bank straight, declared that “the original management of 
the Freedmen’s Bank grossly and scandalously abused its trust; 
and all the powers conferred by Congress on that corporation 
were in my judgment abused.” ? But until 1881 all the debate 
amounted to nothing but talk, and the commissioners were forced 
to proceed with their work. 

The task of the commissioners was (1) to close up the branch 
banks and transfer all accounts to Washington; (2) to bring 
some order into the chaotic book-keeping of the institution; (3) 
to manage the property belonging to the bank; (4) to turn assets 
into cash; and (5) to pay dividends to the depositors as soon 
as possible. It was found that the negroes were so averse to 
seeing the branches closed that for several years it was necessary 
to keep agents at the old branches to explain the situation to the 
depositors and persuade them to send in their pass books. Far 
and wide the commissioners advertised for the pass books to be 
sent in, but the negroes for a while held them, their suspicions 
having been excited by that faction of the trustees who had 
opposed the closing of the bank, and by the speculators who 
wanted to buy up pass books for a small fraction of their value. 
To protect the depositors the commissioners ruled that no assign- 
ment of pass books would be allowed, and they began to flow in.* 
When all the accounts of the branch banks that could be obtained 
were collected it was found impossible to get them into order. 
Pass books were found to be more correct than the ledgers, and 
by them the depositors were paid. Each loan had to be investi- 
gated to see how much had been paid and how much was due. 
Nothing could be collected without a lawsuit. Between 1874 
and 1879 over three hundred cases were carried to court by the 


"Record, Dec. 8, 1878, p. 36. 

* Record, Feb. 5, 1877, pp. 1273, 1274. 

*Report of Commissioners, Dec. 14, 1874, in Ho. Misc. Doc., No. 16, 43d 
Cong., 2d Sess. 

Bruce Report, p. 17. 
10 
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commissioners. Often the lawyers’ fees took the whole of the 
collections. Every obstacle was put in the way of the commis- 
sioners. The courts in the States and in the District of Columbia 
were easily prevailed upon to issue injunctions to prevent the sale 
of property for the bank. Property belonging to the branches 
was found to be almost worthless.? 

In order to prevent absolute sacrifice the commissioners were 
obliged to buy in all good property offered for sale, and this was 
held for years before it could be disposed of. The expenses of 
caring for the property took up most of the rents.? 

At first the trustees tried to control the policy of the commis- 
sioners. Cresswell and Purvis seem to have been on friendly 
terms with the trustees, but Leipold, inspired by the Treasury 
Department and by a natural distrust of the men who had assisted 
to bring on the ruin, refused to allow them to have anything to 
do with the winding up of the bank. He was intensely disliked 
by the negroes, who said that he “did not treat us politely, but 
would go on writing when we would speak to him.” Colored 
attorneys were pressed upon Leipold to do his legal work. He 
wanted to do some of the work himself for the fees and remarked 
that he was “not here to make sacrifices for the colored race.” * 
When the depositors would worry him with questions he would 
say, “What are you pestering me for?’ He told them that they 
had no business trusting such a bank—“‘Whoever knew of a 
Freedmen’s Bank?. .. If I had not taken up this bank you 
would not have a dollar. We brought you out of slavery. You 
had nothing then and you need not think anything of these little 
losses.”” * He was accused by his enemies of speculating in the 
property under his control and of trying to purchase claims 
against the bank, but no proof was ever adduced, and there is 
little likelihood of his having done so. He did not like negroes, 
but he managed their accounts with honesty and efficiency.° 

As money was collected by the commissioners it was placed in 


1 Reports of Commissioners, 1874-1879. 

? Bruce Report, p. 38. 

® Douglas Report, pp. 77, 165, 166. 

*Report No. 502, 44th Cong., 2d Sess. p. 117. 

5 Douglas Report, pp. 16, 77, 106, 117, 159. Bruce Report, pp. 29, 196. 
Leipold’s letter in National Republican, April 22, 1876. 
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the United States Treasury to await division among the deposi- 
tors. Although large sums were kept in the Treasury no interest 
was allowed by Congress, nor could the commissioners invest the 
funds in interest-bearing United States securities. There were 
numerous preferred claims against the bank which had to be 
settled first, and this took all of the ready money in 1874. Then, 
as soon as there were enough funds, a dividend was declared, and 
the money distributed among the depositors. In this connection 
Purvis and Cresswell performed most of their work—at signing 
checks. A proposition to have the government depositories dis- 
tribute the money was objected to, and the checks were written 
and sent through the mails. Under the commissioners three 
dividends were declared: 20 per cent. on November 1, 1875; 10 
per cent. on March 20, 1878; and Io per cent. on September 1, 
1880. A 20 per cent. dividend amounted to $593,239.30.! 

When dividends were to be made the depositors were notified 
through the press, especially through the negro papers, from the 
negro pulpit, and by posters in the large cities. Every means 
of finding the depositors was taken, but many of them could 
never be found. After the average depositor found that he 
could not draw out his money when he wanted to, he decided that 
it was forever lost, and numbers went away from their old homes 
leaving no address. In 1881, after three dividends had been 
declared, it was found that of the 1875 dividend $39,248.24, due 
to 31,967 depositors, had not been claimed, an average of $1.20 
each; of the 1878 dividend $30,927.26, due to 36,078 deposi- 
tors, remained unclaimed, an average of 85 cents each; of 
the 1880 dividend $54,539.59 was not claimed, 40,000 depositors 
failing to appear. The average amounts due to and not claimed 
by the 40,000 depositors was $3.40. In other words, the small 
deposits were not claimed but were given up as lost, only the 
larger ones being called for.2 These small claims were barred 
by an act of Congress in 1881, but later all claims were again 
admitted. 

'Sen. Ex. Doc. No. 10, 45th Cong., 3d Sess. 

Bankers’ Magazine, July, 188r. 

Report of Commissioners, December 14, 1874. 

* Bankers’ Magazine, July, 186r. 


Bruce Report, op. p. 6. 
Reports of Commissioners, 1874-1880. 
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VI. Tue Business OF THE BANK UNDER THE COMPTROLLER 
OF THE CURRENCY. 

The excessive cost of the administration of the three commis- 
sioners,—$355,994.77 to 1879; their lack of authority to dispose 
of property; their personal squabbies—all convinced Congress at 
last that a change was necessary, and in 1881 it abolished the 
board of commissioners and made the Comptroller of the Cur- 
rency commissioner to wind up the bank. The funds collected by 
him were to be placed in the United States Treasury and were to 
draw interest. When dividends were declared he was to pay 
the depositors through United States depositories with govern- 
ment checks. He was given full authority to wind up the 
institution.* 

The Comptroller disposed at once of all property that could 
be sold and paid a dividend of 15 per cent. on June 1, 1882, and 
one of 7 per cent. on May 12, 1883, making 62 per cent. in all. 
To December 1, 1904, $1,727,398.80 had been repaid to deposi- 
tors and $1,212,526.42 was still due. The government now has 
about $14,071.91 belonging to the bank, but it is not likely that 
this balance will increase.” 

When it was seen that the depositors had been defrauded, a 
widespread demand arose that the government reimburse them. 
From every Southern State, from all the cities where branches 
were located, from negro church congregations, from Southern 
State legislatures, Radical and Democratic—came memorials 
praying that Congress make good the loss. The petitions 
asserted that the government was responsible, because it had 
chartered the bank, had provided for Federal inspection, and had 
secured its funds by investment in United States bonds, and 
because the bank officials were usually government officials. All the 
advertising done by the bank had made it appear as an institution 
of the government, and the negroes had generally understood that 
they were giving their money to the government for safe keeping.’ 

1Sen. Misc. Doc. No. 17, 47th Cong., rst Sess. 


Ho. Misc. Doc. No. 10, 48th Cong., rst Sess. 
® Hoffman, Race Traits, p. 290. Reports of the Commissioners, 1881-1904. 


3Ho. Misc. Doc. No. 29, 43d Cong., 2d Sess. 
Ho. Report, No. 58, 43d Cong., 2d Sess. 


Cong. Globe, 1874-1876. 
Shaler, Zhe Neighbor, p. 170, makes a statement which shows that others 


than negroes believed that the bank was connected with the government. 


| 
q 4 
it 
4 
4. 
‘, 
| 
4 
"4 
4 
| 
+a 
fees 
. 
= 


1906] The Freedmen's Savings Bank. 145 


Frederick Douglass maintained that the government should make 
good the loss because it had allowed the bank to be considered a 
government institution, a part of the Freedmen’s Bureau, and 
had through neglect of supervision allowed it to fail.” 

General Howard, trustee of the bank, formerly commissioner 
of the Freedmen’s Bureau, who had allowed and encouraged 
the close connection of the bank and bureau, declared that the 
work of the bank was done under the guarantee of the United 
States, and that on that account the government should hold 
itself responsible.” 

The several Comptrollers of the Treasury who after 1881 
wound up the affairs of the bank repeatedly recommended 
legislation in favor of the depositors. Comptroller John J. Knox 
declared in 1882 that the United States government had “assumed 
a quasi responsibility” by its negligence in incorporating and 
failing to inspect the bank, as well as by allowing a close con- 
nection with the Bureau. He recommended that the losses be 
paid out of the “overflowing Treasury” of the United States.* 
In 1884 and 1885, H. W. Cannon, the next Comptroller, renewed 
his predecessor’s recommendations and said, “It seems impossi- 
ble for these people to realize that they are to be deprived 
[of]... a portion of their earnings, which years ago they 
labored so hard to acquire and save. Thousands of them to this 
day believe that the dividends paid to them by the commissioners 
are but the interest on their deposits, and that sooner or later their 
original deposits will be returned to them. No explanation seems 
to convince them to the contrary, and calls are made daily both 
orally and in writing for their money.” * 

W. L. Trenholm , Southern Democrat, Comptroller during 
Cleveland’s first administration, renewed the recommendations 
for the relief of the negroes, and put their case more strongly 
than it had ever been stated before. And so it continued under 
Republican and Democrat until the go’s.® 

‘Bruce Report, Appendix, p. 45. 

* Bruce Report, p. 273. 

*Sen. Misc. Doc. No. 10, 47th Cong., 2d Sess.; Ho. Misc. Doc., No. 10, 48th 
Cong., 1st Sess. 

*Ho. Misc. Doc. No. 7, 48th Cong., 2d Sess. 


Ho. Misc. Doc. No. 18, 49th Cong., rst Sess. 
*Ho. Misc. Doc. No. 34, 49th Cong., 2d Sess.; No. 33, 51st Cong., rst Sess. 
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At various times the matter of compensating the depositors 
came before Congress. In 1875 a committee reported that the 
government was in no way responsible for the debts of the Freed- 
men’s Bank.'. After the Bruce investigation in 1880 the ques- 
tion of assuming the losses of the depositors again came before 
Congress, and in 1883 John R. Lynch, a negro congressman 
from Mississippi, reported from the Committee on Education and 
Labor a bill to appropriate $969,000 to pay the losses of the 
depositors. The report stated that the government was not 
legally bound to reimburse the losses, but that “the circumstances 
that were connected with the inauguration and management of the 
bank were of such a character as to make the government morally 
and equitably responsible to its creditors, and it should, there- 
fore, reimburse them for any losses they have sustained in its 
failure.” A minority report by Money of Mississippi main- 
tained that there was no warrant in law for paying such a claim, 
and that such a precedent would be extremely embarrassing to 
the government.? President Cleveland, in his message of 1886, 
reviewed the history of the bank and declared that to assume the 
losses was “a plain duty which the government owes to the 
depositors, and that the latter should be paid by the government 
upon principles of equity and fairness.” * 

In pursuance of the President’s suggestion a bill was intro- 
duced in 1888 appropriating money to pay the losses of the 
depositors. It passed the Senate but failed in the House.* 
Since then there has been no serious discussion of paying the 
depositors. Those who were in favor of paying the losses of the 
negroes in 1875 no longer urged it for various reasons; the 
depositors were dead, or scattered, and difficult to find, especially 
those who had most needed aid; if appropriations were to be 
made most claims would fall into the hands of speculators; 
and to most members of Congress it seemed a bad precedent to 
set, even if color of law could be found for it. 


WaLTER L. FLEMING. 
West Virginia University. 


‘Ho. Report, No. 58, 43d Cong., 2d Sess. 

* Ho. Report, No. 1991, 47th Cong., 2d Sess. 

* Messages and Papers of the Presidents, Vol. VIII, p. 525. 
*Ho. Report, No. 3199, soth Cong., rst Sess. 
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THE JEWS IN RUSSIA}! 


ITHIN the last three years the simultaneous action of 

many causes has placed the Russian Jew in the limelight 
of history. Not only have the horrors of Kishenev, Zhitomir, 
and more recently Odessa and nearly one hundred other cities 
and towns, served as a powerful reminder of the survival of the 
darkest race antagonism; but the remarkable part which 
Jewish organizations have played in the historical struggle for a 
free Russia have made the Jewish problem a world problem of 
an entirely novel character. 

While these new aspects of the Jewish problem have called 
forth an outburst of sympathetic demonstrations such as the 
world has never seen before, yet they have not interfered © 
with the adoption of an immigration law in the United 
Kingdom, which is frankly admitted to have been directed 
against the Jewish immigrant; and in this country, while 
any anti-Jewish character of the anti-immigration propaganda is 
carefully denied, yet in the classification of the immigrants into 
sheep and goats the Russian Jews are invariably classed with 
the latter. And since almost one million Jews from Russia have 
already joined the ranks of the American nation, and the current 
is still growing, it behooves the American economist and sociolo- 
gist to learn something of the nature and conditions of the home 
life of this new element of the American population. 

According to the Russian census of 1897, which with the typi- 
cal procrastination of Russian bureaucracy was only completed 
some months ago, there were at that time in Russia over 5,000,000 
Jews in a population of 125,000,000, i. e. about 4 per cent. But 
this relation is an entirely fictitious one, since by a most remark- 
able body of legislative enactments the masses of the Jewish 
people are forced to live in a very small part of the Russian 
empire, the so-called pale, which embraces only twenty-five prov- 


*Paper read before the Section on Social and Economic Science of the 
American Association for the Advancement of Science at the meeting at 
New Orleans, La., January Ist, 1906. 
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inces out of the eighty-nine, and the surface of which is equal 
to 20 per cent. of European Russia, or only 5 per cent. of the 
entire Russian empire. 

Several characteristic exceptions to this law exist. Persons 
of higher education and of the liberal professions, business 
men who are able to pay a very high business tax amount- 
ing to about $500 a year, and members of handicraft guilds 
are permitted to settle beyond the limits of the pale. These 
classes of Jews were considered less dangerous to the Rus- 
sian people as long as there was a perceptible dearth of commer- 
cial men and skilled artisans in the interior of the country. But 
within the last twenty years the opinion which official Russia 
entertained of the Jewish artisan has changed, and the conditions 
under which he may move out from the pale to another city or 
province have become so onerous that only very few venture 
to undertake the step; although over one hundred thousand per- 
sons a year undertake the journey across the ocean. By thus 
destroying the competitors of the local Russian artisans and small 
business men, the Russian government has hoped to earn the 
eternal gratitude and fidelity of the latter. How well these 
exclusion laws act, may be shown by the following statistical 
data: Of all the Jewish citizens of Russia, 95 per cent. live 
within this pale, where they constitute about 12 per cent. of the 
total population. 

But it must not be presumed that within this large reservation, 
which in legal language is styled “the Pale of permanent Jewish 
settlement,” the Jews are actually permitted to live wherever they 
please, or wherever the economic opportunities would take them, 
as the written Russian law specifically provides. In 1882, i. e., 
shortly after the first wave of anti-Jewish riots passed over the 
pale, “temporary” rules (the so-called May laws) were promul- 
gated, which prohibited the further buying or renting of land by 
Jews outside the limits of the cities, and even the sojourn of the 
Jews in the villages and the rural districts. Thus by a stroke of 
arbitrary ruling (though it is true not more arbitrary than all 
Russian so-called legislation) several hundred small cages were 
built within this one large cage, and the Jew was graciously per- 
mitted to fly from one cage to another, provided he had the 
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necessary passports and was under proper police supervision, and 
provided further that he was careful not to stop for a few days’ 
rest on the way. Yielding to the pressure from Jewish bankers 
abroad, the Russian Government in 1903 opened to the Jew one 
hundred new cages within the Pale, and the immortal Plehve, 
shortly before his rather sudden retirement from power, pointed 
to this measure as evidence of his good will toward the Jews. 

What was the reason for this remarkable and unique legisla- 
tion? The original cause of the pale was undoubtedly religious 
fanaticism and intolerance. When Russia, by a double division 
of the Kingdom of Poland in the end of the eighteenth century, 
acquired Lithuania and later what is now called Russian Poland, 
it also acquired its Jews. The policy of non-admission of Jews, 
which was the established policy of the Muscovite Czardom, was 
simply continued after these provinces were acquired. Gradually 
it dawned even upon official Russia that this exclusive policy could 
not be continued forever. The full equalization of the civil 
status of the Jews was acknowledged to be the final aim, but, in 
view of the religious fanaticism of both the Jews and the Chris- 
tians, it was thought best to gradually open up Russia to the Jews. 
The beginning was made in the case of Southern Russia, which 
was the frontier land of the Russian Empire. A considerable 
stream of Jewish emigrants went thither, until to-day more than 
one third of all the Russian Jews live in the southern provinces, 
opened to them only in the beginning of the nineteenth century. 

So far so good. With seeming sincerity the Russian govern- 
ment went to work to destroy the racial antagonism on both 
sides. It encouraged secular schools among the Jews, to the 
great ire of the old generation of the Jews, who looked with 
dismay at this intrusion of Christian learning into the time- 
honored institutions of the Jewish nation and religion. It 
encouraged agriculture among the city-raised and city-bred Jews, 
who for several centuries had led a strictly urban existence. 

And then came a change. The first efforts at revolutionary 
activity in Russia were made as early as 1825, but it was in the 
seventies that revolutionary propaganda in Russia became an 
appreciable social factor. As a result of the miscarried reform 
of emancipation of the serfs, dissatisfaction grew among the 
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peasants; the growth of education and culture stimulated the 
desire for political freedom. It was then that the Russian 
government, in its effort to direct the current of discontent into 
other safer channels, struck upon the feelings of racial prejudice 
and religious intolerance as safety-valves. The assassination of 
Alexander II was followed by a terrible series of anti-Jewish riots, 
which were as directly traced to the guiding hand of the then 
minister of the interior, Ignatieff, as the later tragedy of Kishe- 
neff was organized by Plehve, and the bloody week at Odessa 
by Trepoff. It is the same inventor of the diabolical plan who 
was recently mentioned as the possible military dictator of all 
Russia, as the only man who could save autocratic Russia from 
the threatening crisis. 

But while religious intolerance was an excellent culture medium 
in which the germ of Jew-baiting could grow, still even official 
Russia felt that the Jewish religion could not be designated as 
the cause of all economic and social evils which were devouring 
the Russian body politic, and the theory of Jewish exploitation 
was therefore borrowed from Germany. “The Jew is the only 
cause of the economic distress.’”—that became the platform upon 
which the Russian government stood for over twenty-five years. 
It was officially taught, even in high school text-books, that the 
Jew was not a productive worker, but a banker, a money lender, 
at best a merchant. From its worst enemies, the socialists, the 
Russian government has borrowed the conception of economic 
exploitation, but the doctrine was modified so as to point to the 
Jew as the only exploiter. The exclusion of the Jews from the 
interior of Russia, the exile of the Jews from Moscow, the pro- 
hibition of the Jews living in the villages, all these measures were 
undertaken as “measures of economic relief.” Nevertheless, 
Russia was not saved from an agricultural crisis. And if in the 
south the peasants, led by the local police, kill and rob the Jews, 
the peasants in the east and north kill and rob the Russian land- 
lords notwithstanding the protection of the police. 

“The Jews do not till the land, but exploit the land-tiller.” 
This is a quotation from the official report of the Census of 1897. 
But no explanation was given of how the Jew could turn to 
agriculture when not only buying and renting of farms, but 
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even living in the villages, was prohibited except to those who had 
lived there before the law was promulgated. In its actual inter- 
pretation the law led to the forcible ejection of thousands of 
Jewish families from the villages back into the overcrowded 
cities. And the same census report, which is so positive in its 
assertion of Jewish exploitation, conveys the interesting informa- 
tion that 40 per cent. of the Jews employed in gainful occupa- 
tions belong to the industrial class, and only 32 per cent. to the 
commercial class. 

I believe it was Professor Giddings who defended the theory 
that the occupational distribution of a nation is the result of a 
peculiar national psychology. Surely this theory was not the 
result of the study of Russian legislation in regard to Jews. 
For not only is the choice of the Jewish youth in Russia limited 
by the numerous infringements upon his liberty of locomotion, 
and choice of place of residence, but a long list of trades and 
professions are absolutely prohibited to the Jews, and the 
entrance into many more is limited to a considerable degree. 
The prohibition of government service effectively destroys any 
national, psychological longing to the exalted career of a govern- 
ment clerk, were the trend of Jewish national psychology tending 
in that direction. This prohibition may not seem a great hard- 
ship in this country; but it means a great deal more in Russia 
than in any other country, for among other things it practically 
precludes the possibility of a pedagogical career beyond teaching 
in elementary schools for Jewish children. Notwithstanding 
the love of the Russian Jew for a professional career, the num- 
ber of Jews in professions must necessarily be small, if children of 
Jewish parentage are admitted only up to 10 per cent. of the 
total number of students in high schools and universities within 
the pale, where the Jews constitute more than half of the popula- 
tion of the cities, and only 5 per cent. in the cities outside of the 
pale, and only 3 per cent. in Moscow and St. Petersburg. (It 
should be added that there are only three universities within 
the pale, and that the majority of the technical schools of learning 
are located in the two last named cities. ) 

Only a small proportion of the Jews can dream of a profes- 
sional career. But the inability to enter the field of agriculture 
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affects many more. The Jew cannot work in a beet sugar fac- 
tory, since factories are located beyond the city limits. For the 
same reason the mining industry, lumbering industry, brick-mak- 
ing industry, and many other industries are partly or completely 
closed to Jewish labor, if not to Jewish capital, all evidently in 
fear of Jewish exploitation. For the same reasons many Jewish 
trade schools have been ordered closed, for fear that their gradu- 
ates will “exploit the Russian population.” Truly in the wide 
interpretation of this blood-curdling word the Russian govern- 
ment has gone a great deal further than the most radical and 
extreme adherent of the Marxian philosophy. 

Thus the many millions of Jews inhabiting the cities of the 
pale were forced to meet the same famous problem which a cer- 
tain Irish village was vainly trying to solve: namely, how to 
exist by taking in each other’s wash. And this restriction came 
when the emancipation of the serfs and the Polish insurrection of 
1863 had strongly undermined the prosperity of the pale. The 
few half-hearted experiments of settling the Jews upon the free 
lands of the south, though made under very adverse circum- 
stances, and with little faith in their success, and entirely dis- 
continued in 1865, have nevertheless given Russia a Jewish agri- 
cultural population of 150,000. But this was a drop in the bucket. 
Petty handicraft and petty commerce remained the main open 
fields, and it was the overcrowding of these fields that produced 
that terrible spectre of the prosperous merchant, “Jewish competi- 
tion.” But the beneficent results of free competition failed to 
save the Jewish nation, and the result was a more rapid process 
of proletarization of what was essentially a middle-class element 
than was ever known in the history of the modern world. 

This the Russian government refused to see. While a hundred 
thousand Jewish men and women each year dared the long voyage 
into the foreign and distant promised land, the retainers of the 
Russian bureaucracy continued to point to a few large grain 
merchants in Odessa, a few prosperous beet-sugar manufacturers 
in Kiev, the lumber leaders in the northwest, cotton manufacturers 
in Lodz, the Polish Manchester, and bankers in St. Petersburg 
and Moscow, as evidence both of Jewish prosperity and the Jew- 
ish danger to the economic well-being of the country. And it 
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tried to suppress any efforts to expose the truth by severely 
punishing the publications which dared to discuss the Jewish 
problem from any but the official point of view. 

Nevertheless the Russian government built better than it 
knew. It was essentially the policy of an ostrich; it buried its 
head in the mire of anti-Semitic literature (the only kind that 
earned its official approbation even in the substantial form of 
subsidies), and it did not heed the effect which the systematic per- 
secution produced upon the economic condition and the psychol- 
ogy of the Jewish nation itself. 

The liberal supply of free labor power in the cities of the 
pale led to its inevitable result. It developed a large industry, 
which, whether under guidance of Jewish or Christian capital 
and enterprise, went with vigor into the exploitation of Jewish 
labor, since the government and the large estate holders did not 
leave much after they were done with the peasant. And the 
factories soon brought with them the inevitable accompaniment 
of a strong labor movement, which, in its struggle with the 
employers, soon came into conflict with the government as well. 

The psychological results were no less significant. It is true 
that for a long time the government succeeded in its effort to 
cultivate the growth of anti-Semitism, a growth essentially for- 
eign to the Russian mind. All through the eighties and far into 
the nineties of the last century, even the Russian educated 
classes, the students, the professions,—and especially the 
business classes, which were too happy to be relieved of the 
dangers of the Jewish cut-throat competition,—were under the 
influence of this well conducted propaganda, and the bureau- 
cracy had sufficient reasons to rejoice at the results of its 
Macchiavelian policy. But there was one factor which it entirely 
left out of consideration, and that was the Jew himself. The 
Russian government knew the Jew as it had found him when it 
occupied Lithuania and Poland: fanatical, conservative, shut up 
in his narrow communal and religious interests, caring little 
for the outside world, often cringing and always full of fear 
before his masters on earth as in heaven, in short the Jewish 
money lender, or the peddler, the only Jew which the aristocratic 
landlords came in contact with. It was not able to understand 
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the rapid changes which, inevitable perhaps, were still accelerated 
through its own efforts, as it did not notice the hidden moral and 
intellectual strength which was present in the very Jew it thought 
it knew, and despised. Yet it might have noticed the difference 
between the old Jew, whom it nearly dragged into the secular 
schools, and the new Jew, who began to crowd the schools so 
that special restrictions became necessary,—necessary, that is, 
from the point of view of the Russian government. It might 
have known that the illiteracy of the Jewish nation was an 
almost unknown phenomenon at the time when less than 5 per 
cent. of the Russians were able to read. 

For the national consciousness of the Jews in Russia grew 
rapidly indeed. The first overtures of the Russian government in 
the first half of the last century were not received kindly by the 
older generation, but the younger element, struggling for knowl- 
edge and light, for a time thought to have found its salvation in 
the hope of assimilation with the Russian race. Russification 
was thought to be equivalent to culture and civilization, and as 
ardently sought as is Americanization by a certain portion of the 
Jewish population of this country. Politically this often led to 
a loyalism which forced many Jews to become friends of Russia 
in Poland’s struggle for its freedom in 1863. 

These illusions were destroyed by the pogroms (the anti- 
Jewish riots) of 1882. Other illusions arose in their stead. The 
Zionist movement owes its initial impetus and its strength to 
this early outburst of the anti-Jewish feeling. In its literal 
interpretation, as an agitation for returning to the Holy Land 
and an establishment of a new Jewish independent state, this 
movement was but a dream, beautiful and elevating, yet nothing 
butadream. But, as a movement, it represented a great advance. 
Zionism taught national self-reliance; it taught national self- 
respect; and, what was even more important, Zionism meant 
organization and propaganda and education. Zionism grew, 
therefore, as long as it remained a movement without any 
definite plans, for the immediate future. As soon as those plans 
arose, when the offer of a colony in South Africa was made to 
the Zionists by the British government, the plan broke up the 
organization into many different factions during the last session 
of the Zionist Congress in Basel. 
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For there was the inherent weakness of Zionism, that it meant 
not struggle but flight, whether flight to Palestine or to Uganda, 
and flight is essentially an individual and not a social measure of 
relief. Flee a great many people did anyway, but not to Pales- 
tine. Thousands and hundreds of thousands have left their 
homes and perhaps have by these means improved their own con- 
dition, but it did not perceptibly reduce the number of Jews in 
Russia. It did not improve their condition, and perhaps made it 
worse by taking the very best forces away and leaving behind 
the old, weak, and infirm. The more practical came to under- 
stand that emigration might be a measure of relief to the individ- 
ual, but was incapable of solving the entire problem, that the 
greater part of the Jews would remain in Russia, and that the 
fate of the Jewish and the Russian nations are bound together 
“for better or for worse’ for many years and perhaps centuries 
to come. 

Zionism as a Utopia could afford to appeal to the entire Jewish 
people, not only in Russia, but throughout the world. As long 
as its aim was an entirely new existence in a new land, the pres- 
ent condition did not matter, the vast differences in the economic 
condition of different classes could be disregarded. Nor did the 
outlawed position of the Jews matter very much, except as an 
argument for more energetic effort to leave Russia as soon as 
possible. To fight for the improvement of the position of the 
Jews in Russia was but a waste of energy; to fight the exploita- 
tion of Jewish labor by Jewish capital was treason to the national 
cause. Even the Russian government well understood this aspect 
of Zionism, and tried to encourage it, as it encouraged anti- 
Semitic literature and anti-Jewish riots. 

Jewish psychology presents a peculiar mixture of dreamy 
idealism and good practical sense. Zionism in a measure satis- 
fied the longing for an ideal, but stern reality drew other prob- 
lems to the surface. The middle classes of Jewish faith might 
have looked upon the outlawed position of the Jew as his only 
grievance, but the Jewish workingman employed by the Jewish 
capitalist had other grievances as well. His hours of work were 
too long, practically as long as the manufacturer wanted him to 
work, often as much as 16 to 18 hours a day; his pay was too 
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small, so small that it barely covered the cost of the meanest 
existence. An organized labor movement was the necessary 
accompaniment of the growth of factories, and as labor unions 
were strictly prohibited not only to Jews but to Russians as well, 
as the government energetically prosecuted all efforts of labor 
organizations, the Jewish unions were rapidly imbued with the 
revolutionary spirit, at the time when the Russian labor unions, 
which appeared in the main Russian industrial centers, were still 
defending the pure and simple program, to use an American term, 
i. e. held aloof from political agitation. 

The history of the last year has shown that the blind obstinacy 
of the Russian government has transformed all the Russian labor 
unions into centers of revolutionary activity. How much simpler 
was the transformation in the Jewish working class, when each 
and every Jew felt from his own experience how grossly his 
economic rights were destroyed by the arbitrary government! 

The labor union spirit combined with the longing for civic 
liberty were sufficient to produce a formidable movement. But 
additional impetus was given it by the socialist propaganda, 
carried into the pale by hundreds of youths who were forced 
to go to Germany and Switzerland in quest of a university educa- 
tion. The organization that could combine all these social forces, 
the dissatisfaction of the Jew with the arbitrary suppression 
of his most elementary civil rights, the longing of the Russian 
subject for civic and political freedom, the natural striving of 
the factory worker for better pay, shorter hours, and better 
conditions of labor in general, and finally the humanitarian long- 
ing for a juster, fairer social order—the organization that could 
do all that was bound to develop an enormous power, and such an 
organization did not fail to appear. That was the so-called 
Allgemeiner Bund der Jidisher Arbeiter in Littauen, Polen 
und Russland (the Universal Union of Jewish workers in Lithua- 
nia, Poland and Russia), commonly known as the Bund. 

The Bund has existed only since 1897, but in the short time 
of eight years it has completely revolutionized the five millions 
of Russian Jews. Its effect, both in the domain of economics 
and psychology, was no less than phenomenal. 

Ten or fifteen years ago the normal working day, if there was 
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such a thing as a normal day, lasted anywhere from fifteen to 
eighteen hours; to-day there are scarcely any factories where the 
employees work more than eleven hours, and a ten or a ten and 
a half hours day is a very usual occurrence. In fact under 
the influence of the strong socialist agitation for an eight hour 
day the working day was cut to nine hours in many establish- 
ments, while the wages have increased almost 50 per cent. during 
the last three years. Not only have the factory workers thus 
improved their condition, but their victories have tempted others. 
The workingmen in the small artisans’ shops, the salesmen and 
saleswomen, even the domestic servants, have organized unions 
and strikes, and have often been victorious. 

The methods used in this struggle were not novel or original ; 
they were the strikes by dozens and hundreds, boycotts occasion- 
ally, organization of workingmen’s funds, all called to life by 
an agitation which combined socialist propaganda with the 
demands of organized labor and demands for political freedom. 
In view of the manysidedness of this propaganda the methods 
also had to be varied. Political demonstrations were organized 
and banners flew where the demands for a republic and universal 
suffrage stood next to the demands for the eight hour day and a 
living wage. Politicai demands were made together with the 
economic ones at the time of great strikes. Secret meetings of 
the unions often led to armed conflicts with the police. In short, 
the quiet, sleepy pale, only twenty years ago described as a stag- 
nating pool of economic degeneration, became the hot-bed of 
revolutionary work. 

Of the ultimate success of this struggle in the near future there 
can no more be any doubt. That the era of complete emanci- 
pation of the Jews in Russia is near at hand is as certain as is the 
approaching downfall of the tottering structure of Russian autoc- 
racy. Unfortunately, the demoralizing mental effects of a cen- 
tury of Jewish persecution from above will not pass away so 
quickly. The riots in more than one hundred cities have shown 
the extent of this demoralization. There can be no doubt that 
these Jewish riots were not only protected by the police and the 
military, but directly instigated by them. Yet it is equally certain 
that there were hundreds of thousands of Christian Russians who 
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were willing to do the robbing and slaughtering of Jewish babies 
and women. And while these excesses exist,—nay, while the 
memory of them exists, there will be an enormous Jewish emigra- 
tion to this land and to other countries. It is also certain that, 
while the establishment of a free government in Russia, and the 
full legal emancipation of the Jews and the many economic 
reforms, whether obtained by direct efforts of the unions, or 
introduced through legislative agencies, will greatly improve the 
economic condition of the mass of the Jewish nation in Russia, 
nevertheless these far-reaching changes will take a long time; 
so that from economic reasons there will still remain causes for 
an emigration for many years to come. 

Nevertheless, the short review of the Jewish problem in Russia 
given here leads to the following important conclusions which it 
is necessary to bear in mind in discussing the problem of Jewish 
immigration to this country: first, that notwithstanding a tempo- 
rary strong increase in the current of Jewish immigration from 
Russia, a gradual abatement of the current is bound to come; 
and second, the standard arguments against this immigration in 
no way apply to the Jew as he stands to-day. 

For I take it that the union labor argument against immigra- 
tion remains the only one which at least seems to have some 
appearance of economic reality. It is claimed that the immigrant 
from southeastern Europe has a low standard of life, that he is 
unacquainted with the spirit of labor organization, that he is 
used to an excessively long day, in short he is unfit to offer any 
effective resistance to the attacks of organized capital, and is 
therefore, a more formidable competitor to the American-born 
wageworker. These objections might have had some force 
twenty years ago. But the Jewish workingman who comes to 
this country to-day is a much more ardent proselyte of the cause 
of organized labor than most of the American-born workingmen 
who fill the cotton mills of the south or even the steel factories 
of Pennsylvania. It may be claimed that the ignorant foreigners 
demoralize our municipal and national politics; but the Jew who 
comes to-day, or who will come to-morrow, possesses an amount 
of political idealism, an amount of democratic purity, which will 
seem almost incredible to the practical American politician. And 


A 
i? 
? 
‘ 
at 
if 
| 
is 


1906 | The Jews in Russia. 159 


unless we are prepared to preach that this country has already 
become overpopulated, and that, therefore, each additional pro- 
ducer means only additional distress,—unless we are prepared to 
teach this country the lessons of depopulation, unless we take 
this point of view (and I know that this has actually been 
defended), I cannot help feeling, as a Russian Jew who has 
lived long enough both in Russia and in this country to know the 
conditions of labor and the labor movement in both countries,—I 
cannot help feeling that the Russian Jewish immigrant is not a 
danger, but a powerful ally of the American workingman in his 
work for economic betterment! 


I. M. Rusinow. 
Washington, D. C. 
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THE ORIGIN AND CREATION OF THE PRESI- 
DENT’S CABINET. 


( 1781-1793.) 


OR the student of government, Burke has recorded this 
singularly wise remark. “The laws,” he says, “reach but a 
very little way. Constitute government how you please, infinitely 
the greater part of it must depend upon the exercise of the powers, 
which are left at large to the prudence and uprightness of minis- 
ters of state.”* In other words, no formal organization as set 
forth in a constitution ever quite adequately represents the polit- 
ical life of the state. Customs and practices appear with some 
degree of spontaneity. Institutional growths like the English 
cabinet develop which are rather the outworkings of a nation’s 
political genius than are those structures defined and provided 
for by the law. Blackstone found all executive authority vested 
in the Crown, apparently unaware that the ministerial system 
was gradually supplementing, indeed superseding the power of 
the Crown. Only by getting beyond the legal word could Black- 
stone have adequately determined the place and appraised the true 
character in his day of the English king.* The cabinet, though a 
rapidly maturing institution in the eighteenth century, was—as 
it remains to-day—extra-legal. It had lost the taint of illegality 
present in the seventeenth century during its all but traceless 
beginnings. But it was only in the nineteenth century that it 
could be historically investigated and interpreted as the most 
important element in the working organization of parliamentary 
government. 
No critical attempt has thus far been made to account for the 


‘For several suggestions in the present paper the writer is under obligations 
to Professor E. G. Bourne of Yale University, and to Judge Simeon E. 
Baldwin of the Supreme Court of Errors of Connecticut. 

* Thoughts on the Cause of the Present Discontents (1770), in The Works 
of the Right Honorable Edmund Burke (Boston, 1866), I, 470. 

* Blackstone, Commentaries on the Laws of England, bk. I, c. 7, p. 250. Cf. 
A. V. Dicey, Introduction to the Study of the Law of the Constitution (5th 
ed.), 7 et seq. 
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beginnings of the American President’s cabinet council.’ It, too, 
is an extra-legal body. Like the English cabinet, it is composed 
of administrative officials—“ministers of state’—among whose 
functions has been the duty of giving advice to their executive 
chief. It is to-day permanent, and like other permanent institu- 
tions it may be assumed to have evolved some kind of organiza- 
tion. But here the analogy to the British cabinet, except for the 
name, for the most part ceases. The President’s cabinet, though 
a helpful element in our governmental structure, is by no means a 
pivotal one. In its advisory aspect it is an interesting side-issue 
of the executive. It may help make or mar an administration. 
But it is called upon neither to create nor to direct a policy. It 
is an unseen combination behind the President that presumably 
supports him in his plans. He alone is responsible. The changes 
in the cabinet’s personnel attract comparatively little attention 
except at the incoming of a new President. It is not associated 
in any way with the legislature. Efforts toward such an associa- 
tion in the past have met with small support. The principle of 
its distinct association with the executive chief alone was settled 
near the outset of our government under the Constitution and 
has tended to keep it a subordinate element in presidential as con- 
trasted to parliamentary government. Its history would be a 
study of presidential customs and practices from the days of 
Washington, for it has no existence in a corporate capacity that 
is recognized in law. 

Yet the Constitution and the statute law helped predetermine 
the formation of a cabinet. From an early date in the debates of 
the Convention at Philadelphia it was assumed that there would 
be “great ministerial officers.” And the completed Constitution 
referred to “the principal Officer in each of the executive Depart- 
ments,” and again to the “Heads of Departments.” The Presi- 
dent might require their opinions “in writing’ upon any subject 
relating to the duties of their respective offices.2 The first Con- 
gress of the new government of 1789 proceeded among its earliest 


*But see J. B. McMaster, A History of the People of the United States, 
V, 422-423. Cf. W. Wilson, Congressional Government (13th ed., 1898), 256 
et seq. 

* Constitution, Art. I, sec. 2. 
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acts to draw up laws for the establishment of three Secretaries 
and an Attorney-General.’ 

“The impossibility that one man should be able to perform all 
the great business of the state,” wrote Washington in 1789, “I 
take to have been the reason for instituting the great depart- 
ments, and appointing officers therein, to assist the supreme 
magistrate in discharging the duties of his trust.” ? While dis- 
cussing the organization of departments in the first Congress, 
Ames declared that “the circumscribed powers of human nature 
in one man demand the aid of others.” * On the same occasion 
similar views were expressed by Madison, Vining, Sedgwick and 
Boudinot.* Long after he had retired from the presidency, Jeffer- 
son was sure that we had “fallen on the happiest of all modes of 
constituting the executive, that of easing and aiding our Presi- 
dent, by permitting him to choose Secretaries of State, of finance, 
of war, and of the navy, with whom he may advise, either 
separately or all together, and remedy their decisions by adopting 
or controling their opinions at his discretion.” ® 

These observations summarize a situation. They assign a 
reason for the existence of administrative officers associated with 
the President. They fail, however, to afford any clue to the his- 
toric process which helped bring these officers into being and made 
their association with the President seem not only natural but to 
some degree to be foreordained. 


I. 


While John Adams was on his way to Philadelphia as a dele- 
gate in 1774 to the first continental Congress, he heard certain 
apprehensive remarks over the probable lack of a national execu- 
tive. The Congress, it was said, “will be like a legislature with- 
out an executive,” and accordingly it will want adequate means to 


* Annals of Congress, I, 383 et seg. (May 109, 1789). 

*The Writings of George Washington (ed. W. C. Ford), XI, 397-398. 
Letter to Count de Moustier of May 25, 1789. 

* Annals of Congress, I, 492. 


* Ibid., 516, 531, 542, 548, 549. 
*The Writings of Thomas Jefferson (ed. H. A. Washington), VII, 321. 


Jefferson to M. Coray, October 31, 1823. 
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enforce its laws or to direct its policy... There was no plan of 
executive organization that met the approval of Congress when 
the Articles of Confederation were under discussion. These 
Articles contained no provision, consequently, for an execu- : 
tive. There was, to be sure, a presiding officer during regular 
sessions, president in name alone. There was also an anomalous 
Committee of the States which was to act in the recess of Con- 
gress. Without doubt the Articles reflected the impression com- 
mon early in the Revolutionary epoch, that a single-chambered 
body of delegates would serve the purposes of a central govern- 
ment. For administration and the enforcement of laws it was 
assumed that the state organizations, in particular the state 
governors or presidents, might be trusted. 

The administrative history of the government from 1775 to 
1789 was one long commentary upon the weakness of a national 
organization with only a single-chambered Congress at its head. 
The exigencies of the Revolution inevitably developed, through a 
series of committees, boards, and other agencies, an adminis- 
trative system that amounted to an executive department coordi- 
nate with the legislative.* These exigencies forced into the fore- 
ground the importance and trustworthiness of individual leader- 
ship, so that as early as 1780 a Boston convention voiced a view 
that was becoming more and more general, that the “national 
Concerns of the United States be under the Superintendency and 
Direction of one supreme Head.” * About four years later Noah | 
Webster printed his plea. “Let the power of the whole,” he 
said, “be brought to a single point and vested in a single person, © 
and the execution of laws will be vigorous and decisive.” *° It 
was not difficult for the Convention in 1787 to determine upon at 

*The Works of John Adams (ed. C. F. Adams), II, 344. 

* Articles of Confederation, IX, X. 

*J. C. Guggenheimer, “The Development of the Executive Departments, 
1775-1789,” in Essays in the Constitutional History of the United States (ed. 
J. F. Jameson), 116-185. Cf. The Revolutionary Diplomatic Correspondence 
of the United States (ed. F. Wharton), I, Introduction, 251-666, passim. 

‘Proceedings of a Convention of Delegates from several of the New 
England States, Held at Boston, August 3-9, 1780. . . .(ed. F. B. 
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least the form of executive. It should be the single one already 
widely advocated and here and there forcibly illustrated in the 
state governor and his predecessor, the colonial governor. 

Meantime the principle of one-man power had already won its 
way to significant results in the practices of the government when 
Congress early in 1781 arranged for four heads of departments 
to assume directorship over the organizations of foreign affairs, 
war, finance, and marine. The titles of the new officials were 
to be Secretary of Foreign Affairs, Superintendent of Finance, 
Secretary at War, and Secretary of Marine. The American 
secretariate thus for the first time became definite, and the year 
1781 consequently marks an epoch in administrative history. 
All the officers to the new places were chosen before the year was 
over, and by the spring of 1782 the administrative business was 
conducted under the new directors. It should be said, however, 
that the principle of one-man power was not consistently main- 
tained in practice; nor was it likely through the trying years of 
the Confederation to prove altogether successful. As early as 
the autumn of 1781 the work of the secretary of marine was 
merged in that of the department directed by Robert Morris. 
The finances themselves, after Morris’s resignation and retire- 
ment in the autumn of 1784, were soon directed by a board of 
three commissioners, a recurrence to Revolutionary practices. 
But the two departments of foreign affairs and war remained to 
1789 under single heads.’ 

The new organization was a natural and for the most part an 
indigenous growth out of the circumstances of the Revolution. 
We were creating rather than copying an administrative system. 
In the arrangements for heads of departments in 1781 there is 
no clear evidence of colonial precedents. Yet the statesmen of 
the Revolution could hardly have escaped the influence of British 
tradition and forms, for the British secretariate had been matur- 
ing since the later days of the Tudors.?_ The title Secretary at 


* Journals of Congress (ed. of 1800, Phila., 13 vols.), VII, 11-12, 24-25, 
30, 53, 55, 62-63, 79, 132, 143, 167, 209-210. IX, 146. X, 7, 18, 27, 51, 72, 216. 
XIII, 106-107. 

* The officer known as “Principal Secretary,” a very characteristic instru- 
ment of Tudor administration, revealed in his duties “the germ from which 
the great secretarial departments of the present day have sprung.” G. W. 
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War for example was probably adopted froma title that goes back 
to the days of Charles II.1_ French influence certainly suggested 
the title Superintendent of Finance as an adaptation of the old 
French superintendant des finances, a title which the Duc de Sully 
had made particularly famous.” It may have aided us also in the 
general direction toward which before 1781 we were tending, for 
the principle of one-man power was probably more completely 
matured in the administrative organization of France than in 
that of any other country. Hamilton, who took a pronounced 
interest in the advocacy of the principle in America, remarked 
regarding the proposed heads of departments, that “ these officers 
should have nearly the same powers and functions as those in 
France analogous to them.’* No doubt Congress was willing 
to look abroad for suggestions. There is, however, no evidence 
to indicate that anything definite came from their willingness to 
do so. 

The personnel of the new administrative organization afforded 
during the years 1781-1789 two impressive examples of men of 
first-rate executive abilities. While Robert Morris and John Jay 
were technically subject to Congress—merely the administrative 
officials of that body—they probably exercised large, if not 
directive, influence over it. Robert Morris was all but alone in 
his knowledge of national finance. It was easy to dub him a 
“pecuniary dictator’ with reference to Congress as early as the 
autumn of 1781. Though he had to face bitter opposition in and 
outside that body, there is no doubt that through his energy and 
accomplishment the final triumph of the Revolutionary cause was 
largely due.® In December, 1784—somewhat over a month, after 
Prothero, Select Statutes and other Constitutional Documents Illustrative of 
the Reigns of Elizabeth and James I. (1st ed., 1894.) Introduction, ci. Cf. 
Sir W. R. Anson, The Law and Custom of the Constitution. Pt. I. The 
Crown. 2d ed., 160 et seq. 

*Guggenheimer in Jameson’s Essays, 153. Anson, op. cit., 378. 

*See my paper in American Historical Review for April, 1905, vol. X, 
565-573, entitled Origin of the Title Superintendent of Finance. 

*The Works of Alexander Hamilton (ed. H. C. Lodge), I, 226. 

“Wharton, Revolutionary Diplomatic Correspondence, Il, 474, 756. Secret 
Journals of Congress, II, 130. 


*W. B. Reed, Life and Correspondence of Joseph Reed, II, 296. Wharton, 
op. cit., I, 289, 600. 
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Morris’s retirement as Superintendent—John Jay began his task 
as “Secretary to the United States for the Department of Foreign 
Affairs.” He raised that office from what it had been, a clerk- 
ship under congressional direction, to the most dignified and 
influential post in the Confederation. Jay was privileged to 
appear on the floor of Congress, and occasionally spoke before it 
in an advisory capacity.'. About a year after Jay’s accession to 
the post, Otto said to Vergennes: “Mr. Jay especially has acquired 
a peculiar ascendency over the members of Congress. All 
important business passes through his hands” . . ? Early in 
1786 Otto once more remarked on the increasing political import- 
ance of Jay. “Congress seems to me [he wrote] to be guided 
only by his directions . . . Congress... does not perceive 
that it ceases to be anything more than the organ of its chief 
minister. . . He inspires the majority of the resolutions of 
Congress . . .? 

Whatever the theory of the secretarial positions was at the time 
of their creation, the conditions as time elapsed—notably an 
inefficient and diminishing Congress—inevitably forced the direc- 
tion of affairs on the capable administrative officers. Accord- 
ingly John Jay became really the executive chief of the Con- 
federation. Indeed with Robert Morris as virtual director of 
the continental finances from 1781 to November, 1784, succeeded 
in December by Jay as head of the country’s foreign affairs until 
1789, the idea of an executive chief supported by administrative 
assistants untrammeled by too intimate and controlling a connec- 
tion with Congress must, it would seem, have gained strength, for 
it had received in the almost continuous services of Morris and 
Jay clear practical illustration. And Jay, as well as Knox, it 
may be added, was mentioned in the fall of 1788 as fit persons 
for Vice President.* 

‘Secret Journals of Congress, IV, 109, 110. Guggenheimer in Jameson’s 
Essays, 164 et seq. W. Jay, The Life of John Jay, 1, 186, 202, 236, 237, 241, 
242. J. S. Jenkins, Lives of the Governors, 114. 

* Otto to Vergennes, Dec. 25, 1785, in appendix to G. Bancroft’s History 
of the Formation of the Constitution of the United States of America, I, 474. 

*to January, 1786. Bancroft, op. cit., appendix, 479. 

*Madison to Washington, Nov. 5, 1788. The Writings of James Madison 
(ed. G. Hunt), V, 303. 
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Il. 


Side by side with the practice of administration under “great 
officers” or heads of departments and apt to be associated with 
the conviction of the need of an executive chief, there appeared 
from 1781 onwards various suggestions for combining principal 
officers of administration into a council. 

As early as February 10, 1781—three days after Congress had 
arranged for the new secretariate—a writer in the Pennsylvania 
Packet, expressing satisfaction that management by boards was 
to be superseded, commented on the new plan as follows: 


“Congress hath determined on a measure which will give life 
and energy to our proceedings, both in civil and military line . 
that of putting a man at the head of each of the great depart- 
ments . . . . As the persons who shall fill those offices have 
the fullest information respecting all our affairs, they may render 
the public essential services and facilitate the business of Con- 
gress, if they were frequently to meet together to deliberate on 
them, and then to lay their opinions and plans before Congress. 
Much therefore will depend on their having a good understand- 
ing and friendly intercourse among themselves ‘ 


Two months later (April 11) a similar suggestion was thrown 
out in the Pennsylvania Gazette. Remarking on the importance 
of the new system, aware of the large administrative duties 
devolving upon the occupants of the new positions, the writer 
believed that these officers— 


“might, if they should be men of general knowledge beyond 
the line in which they act, be extremely useful in another 
capacity; for, possessing among themselves ample knowl- 
edge of everything relative to public affairs, they might meet 
frequently together, consult what ought to be done, and submit 
their sentiment to Congress. By this means much time and labor 
would be saved to Congress; and the public business would be 
carried on with regularity, vigor and expedition.” 


For the first time in our history, a combination of department 
heads as an advisory council to Congress could be suggested as a 
possibility in the spring of 1781. The two foregoing suggestions 
by anonymous writers were probably made casually and without 
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the slightest reference to precedent, colonial or British. They 
came naturally from the circumstances of the American continen- 
tal situation. A council of wise administrative officers, it was 
perceived, could do something toward quickening the planning 
and the enforcement of a congressional policy. The weakness 
of such a council would lie in its strict subordination to Congress. 
Yet give such a body an independent status about an executive 
chief and something akin to the later President and cabinet would 
have resulted. The maturing of thought was evidenced in a more 
definite plan that appeared two years later. 

Pelatiah Webster, merchant in Philadelphia and a writer of 
some influence, printed a small pamphlet in 1783 which in sub- 
stance was a series of suggestions rather than a consistent plan 
for the improvement and alteration of the government of the 
Confederation. Webster believed in a bi-cameral congress con- 
sisting of a Senate and a Commons. He assumed that there 
would be several heads of departments—“great ministers of 
state” he called them; and he would have associated with them 
certain judicial officers. “These ministers,” he remarked, “will 
of course have the best information, and most perfect knowledge, 
of the state of the Nation, as far as it relates to their several 
departments, and will of course be able to give the best informa- 
tion to Congress.” He was inclined to recommend that the 
ministers give their information “in writing.” He perceived, 
however, that Congress might choose to admit the ministers into 
their sessions for the purpose of granting them a hearing in 
debate, though not the right of voting. In any event he meant 
that the ministers should form a distinctive council, and this was 
his conclusion: “The aforesaid great ministers of state shall 
compose a Council of State, to whose number Congress may add 
three others, viz. one from New-England, one from the middle 
States, and one from the southern States, one of which to be 
appointed President by Congress; to all of whom shall be com- 
mitted the supreme executive authority of the States . 
who shall superintend all the executive departments, and appoint 
all executive officers 7 


*Webster’s pamphlet was entitled A Dissertation on the Political Union 
and Constitution of the Thirteen United States of North-America, etc. It 
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Webster was groping not without skill and regard to the 
existing government towards a better form of executive organiza- 
tion. His President could not have been independent in any 
real sense, for he was too intimately associated with Congress: 
in fact he was the creation of Congress. The Council likewise 
must have been trammeled by Congress. Yet in proposing to 
combine President and heads of departments into a “Council of 
State” (employing a well-known phrase), and having in mind the 
more or less representative character of the body, Pelatiah Web- 
ster hit upon the clearest prototype of his day for the later cabinet. 
To Webster’s President and Council was to be committed “the 
supreme executive authority of the States.” 

By 1787 the idea of an independent executive with power and 
responsibility had gained widespread consideration if not accept- 
ance among statesmen in the United States. The practical failure 
of the government of the Confederation under congressional 
direction no doubt for the time being enforced it. The theory of 
the tripartite division of powers—a theory that had been put 
to the test in the state governments since 1776—added strength 
to it. Consequently not a plan of government was offered to the 
Convention at Philadelphia that did not embody an executive 
as a prominent feature.’ 


ITI. 


In the debates of the Convention it was clear from an early 
date that some place would be found for the “great ministerial 
officers.” The question, however, as to just how these officers 
would stand related to the parts—executive, legislative, judicial— 
of the new or altered structure furnished a minor problem. 
Probably with appreciation of this problem before the gathering 


of the Convention, Madison said to Washington: “The National 


was reprinted in his Political Essays (Phila., 1791). See pp. 210, 213, 214, 
221. Cf. Remarks on a Pamphlet entitled ‘A Dissertation on the Political 
Union and Constitution of the Thirteen United States of North-America, by 
a Connecticut Farmer (1784), pp. 43. 

*The Works of John Adams, IV, 283-300, passim. Cf. Grover Cleveland, 
Presidential Problems (New York, 1904), 7-8. 
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supremacy in the Executive departments is liable to some diffi- 
culty, unless the officers administering them could be made 
appointable by the supreme Government.” With characteris- 
tic insight Hamilton was sure, before leaving the Convention in 
June, that the executive should “have the sole appointment of the 
heads or chief officers of the Departments of Finance, War, and 
Foreign Affairs.’ The appointment of such officers, remarked 
Gouverneur Morris about a month later—July 19—was the first 
duty of an executive. “These, he presumes, will exercise their 
functions in subordination to the executive . . . Without these 
ministers, the executive can do nothing of consequence.” * 

That the heads of departments were likely to stand in an 
advisory relation to the chief magistrate was pointed out by 
Charles Pinckney as early as June 6. Similarly on July 21 
Rutledge remarked: “The executive could advise with the 
officers of state . . . . and avail himself of their informa- 
tion and opinions.” *® It was indeed suggested very early in the 
proceedings that the heads of departments be organized into a 
council. But no plan was definitely brought forward until 
August. When Ellsworth proposed a tentative plan on August 
18, he was reminded by Charles Pinckney that Gouverneur Mor- 
ris had already given notice that he would present one. Accord- 
ingly on August 20 the single carefully projected scheme for an 
advisory council was set forth by Morris.” 

Gouverneur Morris’s Council of State—such was its first 
title—was to be composed of seven members, all of whom except- 
ing the Chief Justice were to be appointed by the President. 


*The Writings of James Madison, II, 347. 

* The Madison Papers (ed. Gilpin), II, 

* Elliot’s Debates (edition of 1845), V. 335. 

* Ibid. V, 165. 

* Ibid. V, 349. 

*Gerry made the first suggestion on June 1, 1787. Ibid. V. 141. 

"Ibid. V, 442 et seq. A few years later Morris appears to have drawn up 
in French a paper entitled “Notes on the Form of a Constitution for France.” 
This contained a section (III) which provided for nine “ministers” who 
together were to form the Council of State: besides the Chancellor or min- 
ister of justice, and a president of the Council, there were a minister of the 
interior, minister of finance, minister of commerce, minister of foreign 
affairs, minister of war, minister of marine, and a secretary of state entrusted 
“with the general charge of affairs.” Jared Sparks, The Life of Gouverneur 
Morris (Boston, 1832, 3 vols.), III, 481, 485, 486. 
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Besides the Chief Justice of the Supreme Court and a sort of 
anomalous member whom he termed “Secretary of State,” whose 
duties were to serve as secretary to the Council and to act as 
“public secretary” to the President, there were five secretaries of 
departments—domestic affairs, commerce and finance, foreign 
affairs, war, and marine. The duties of the Council were 
declared in the following statement: “The President may from 
time to time submit any matter to the discussion of the council 
of State, and he may require the written opinion of any one or 
more of the members. But he shall in all cases exercise his own 
judgment, and either conform to such opinions, or not, as he may 
think proper . . . . ” The plan went immediately to the 
Committee of Detail of which Rutledge was chairman, and 
appeared two days later—on August 22—slightly modified. 

In the modified form there were to be eight members. The 
Committee had discarded the anomalous “Secretary of State,” 
but had added to the five other secretaries the president of the 
Senate and the Speaker of the House of Representatives. They 
had thus combined in a “privy council” —as it was newly termed— 
representatives of the legislative and judiciary along with the 
great administrative officers. This privy council was to advise 
the President. Their advice, however, should—the Committee 
employing Ellsworth’s phrase—“not conclude” him. The Presi- 
dent must alone be responsible for any measures which he might 
adopt. 

There is no evidence that the scheme was discussed by the whole 
Convention. Among other postponed matters it went at the 
end of August into the hands of a large committee of which 
Morris himself was a member.1 On September 4 the barest sug- 
gestion of the original phraseology was agreed to. The Presi- 
dent “may require the opinion in writing of the principal officer 
in each of the executive departments, upon any subject relating to 
the duties of their respective offices.”* This language was all 
that survived of an elaborate plan for an advisory council. It 
was the basis in the Constitution which helped predetermine the 
President’s cabinet council. 


*Elliot’s Debates, V, 503. 
* Ibid. V, 507. 
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Aside from the important fact that it left its mark upon the 
Constitution, Gouverneur Morris’s plan for an advisory council 
revealed a maturing of historic factors. Its mere title, whether 
Council of State or Privy Council, reflected terms that were 
part of the British linguistic heritage of the American colonists. 
After 1776 in the early state constitutions the term Privy Council 
was the more common phrase for a small body of advisers to 
the state governor. But the two terms were sometimes used 
interchangeably,’ and implied the same sort of institution—an 
institution that unlike the later cabinet as a rule arose from if it 
did not belong to the legislative part of the governmental struc- 
ture.* Morris’s council moreover repeated or directly reflected 


*The term “Council of State” was well known in Virginia in the seven- 
teenth century. See Hening’s Statutes, I, 371, 515, 531, 537, 546. It was 
probably not common elsewhere. Casual examination of evidence has not 
revealed the term “Privy Council” applied to an American colonial institu- 
tion before the Revolution. For instances of the use, occasionally inter- 
changeable, of both terms, see Poore’s Charters and Constitutions, I, 274, 
275. Il, 1312, 1412, 1413, 1617, 1618, 1621, 1622, 1624, 1625, 1626, I910, IQII. 
The advisory body was known by the term “Council” alone in Massachusetts 
(Poore, I, 967, 968), in Maryland (1, 824), and in New Hampshire (II, 1280, 
1290). 

* Membership varied from “three or more” in New Jersey (Poore, II, 
1312) to ten in Massachusetts (I, 967). Usually the body contained an odd 
number of members, as e.g. three (N. J.), five (Md.; N. H., 1784), seven 
(S. C., 1776; N. C.), nine (S. C., 1778). But in Delaware the Council con- 
tained four (I, 274), and the Virginia Council of State eight members (II, 
1911). In not a single instance were the members appointed by the executive 
magistrate. Invariably they were elected by ballot: usually by joint ballot 
of the two Houses, as e.g. in Maryland, North Carolina, South Carolina 
(1778), Virginia, Massachusetts, and New Hampshire (1784); occasionally, 
however, by the two Houses balloting separately for a portion of the mem- 
bers, as e.g. in Delaware and South Carolina (1776). There can be no 
doubt that the members of these advisory councils were selected largely 
from the legislative branch. Sometimes, it is true, selections were made from 
the people at large, as e. g. in Virginia (Poore, II, r911) and in Massachusetts 
(1, 968). The Privy Council of New Jersey with its “three or more” mem- 
bers was simply a select group of men within the Legislative Council or 
Upper House who were to stand in a specially close relation to the chief 
magistrate. And in several states members of the advisory councils retained 
their seats in the Legislature after their elections as advisers, as e.g. in South 
Carolina (II, 1617, 1622) and Maryland (I, 826). In most other instances 
the advisory council became a distinct body, as in Virginia (II, 1911), Dela- 
ware (I, 275), North Carolina (II, 1413), and presumably in Massachusetts 
(1, 968) and New Hampshire (II, 1280, 1290). The legislative power watched 
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suggestions made as far back as 1781 that the heads of depart- 
ments might naturally be combined for advisory purposes, and 
that—as Pelatiah Webster proposed in 1783—they might be 
combined more effectually about an executive chief. Like Web- 
ster, Morris would have included in his council a representative 
of the legal profession. Webster had recommended that Con- 
gress obtain the opinions of the ministerial officers ‘in writing,” 
with a view presumably to holding them responsible for their 
advice. Probably with a similar intent Morris declared that the 
President “may require the written opinion’ of members of his 
Council. He was, however, unwilling to shackle the President 
by such advice—it was not necessarily to “conclude” him. 

On the whole, then, it was a conservative plan which repre- 
sented the maturing of a few well-known ideas that were rather 
essentially American. It lacked simplicity, and accordingly 
tended—especially as it was elaborated in the Committee—to 
hamper the chief executive by bringing into formal combination 
certain legislative and judicial forces which must in practice have 
defied the working of an executive intended to be largely inde- 
pendent and alone responsible. It was the one single attempt in 
the Convention to stiffen a practice, the real utility of which was 
even then by a few of the wiser members seen to lie in its very 
informality. 


IV. 


In the vigorous discussions on the national Constitution which 
took place in 1787 and the years immediately following, the term 
council appeared with varying meanings, three of which may 
easily be differentiated. 


carefully the advice of these advisory councils, as is clear from the frequent 
statement in the early state constitutions that a record of advice must be 
kept and submitted from time to time to the inspection of the Legislature. 
See Constitution of Massachusetts, article v, Poore, I, 968, and similar 
passages. There is no evidence that I have discovered to show that the 
councils ever contained administrative officers. Before there could be a 
cabinet in the later sense, the executive had to free itself from legislative 
trammels and control. That freedom was first won under the national 
government which started in 1789. 
12 
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In the first place the word was readily applied to the Senate as 
a body analogous to the Upper Houses so well known by the term 
in colonial days and later. As the Senate would be composed at 
the start of twenty-six members, it seemed clear that it would serve 
as a council to the President, for the President and Senate were 
closely connected by the letter of the Constitution in the treaty- 
making power. Moreover the President’s nominations to office 
became appointments only by and with the advice and consent of 
the Senate.! Hence the scattered references to the Senate as “an 
advising body to the executive.” ‘council to the President,” as a 
body associated with the President “to manage all our concerns 
with foreign nations,” as “council of appointment,” etc.?_ In the 
second place the term referred specifically to what was known not 
to have been established by the Convention—a council distinct 
from the Senate and variously composed which should advise the 
President in the important business of appointments. Mason of 
Virginia was the leading member of the Convention to advocate 
such a distinct body. Franklin, Madison and Wilson were inter- 
ested at least temporarily in Mason’s idea. Several others, 
notably R. H. Lee, Melancthon Smith of New York, and John 
Adams, were in favor of keeping the President and Senate 
separate in the matter of appointments and of providing the 
President with a council of appointments.* In the third place 
and finally, the term referred to an executive council similar to 
Gouverneur Morris’s Council of State, which had as its most 
striking characteristic the combination of the heads of depart- 
ments into a formal advisory body.* This likewise the Conven- 
tion had failed to establish. 
* Article II, sec. 2. 
* Elliot’s Debates, II, 47, 127, 287, 306. III, 220, 221, 480, 491, 493, 494, 
496. Cf. The Works of John Adams, VI, 441. 

*The Madison Papers, III, 1522-1524. Cf. Elliot, V. 524-526. II, 408. 
Kate Mason Rowland, The Life of George Mason, 1725-1792. Including his 
Speeches, Public Papers, and Correspondence (New York, 1892), II, 168-170, 
388, 452. Pamphlets on the Constitution of the United States (ed. P. L. 
Ford), 330. The Writings of James Madison, V, 72. The Works of John 
Adams, V1, 435-436. 

* Suggestions for some such body were made by Charles Pinckney, Rutledge, 
Ellsworth, Gouverneur Morris, Pelatiah Webster and others. Elliot's 


Debates, V, 165, 349, 442, 446, 462, 480. P. L. Ford’s Pamphlets, 130. 
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There was, however, no ignoring of the advisory functions of 
the heads of departments in the discussions, especially since 
virtually the entire executive power had been taken from Con- 
gress. As James Wilson, “the great oracle of federalism,” 4 
remarked before the Pennsylvania convention, the President “will 
have before him the fullest information . . . . he will avail 
himself not only of records and official communications . 
but he will have also the advice of the executive officers in the 
different departments.” * Charles Pinckney and Rutledge had 
expressed the same thought in the continental Convention, and 
Ellsworth and others reiterated it later.* The clause in the 
Constitution declaring that the President might require the 
opinion in writing of his principal officers did not fail to be com- 
mented on. To Hamilton it appeared “as a mere redun- 
dancy . . . . as the right for which it provides would result 
of itself from the office.” * To James Iredell on the other hand, 
speaking before the North Carolina convention, it seemed “in 
some degree substituted for a council.” He thought that “the 
necessity of their opinions being in writing, will render them 
more cautious in giving them, and make them responsible should 
they give advice manifestly improper . . . . I think [he con- 
cluded] every good that can be derived from the institution of 
a council may be expected from the advice of these officers . .”5 

When George Mason prepared his “Objections” in September, 
1787, in explanation of his failure to sign the completed Consti- 
tution, he particularly stated his fear that “a Council of State 
will grow out of the principal officers of the great departments; 
the worst and most dangerous of all ingredients for such a Coun- 
cil in a free country.” ® George Clinton was no less explicit in the 
following November and reiterated Mason’s words to the same 
effect.7_ Iredell in a careful examination of Mason’s influential 
considerations took occasion in January, 1788, to remind Mason 

* Letters of Agrippa in Essays on the Constitution (ed. P. L. Ford), 112. 
*Elliot’s Debates, II, 448. 

*Ibid., V, 165, 349. Ford’s Essays, 163. 

‘The Federalist (ed. P. L. Ford), No. 74, p. 497. 

*Elliot’s Debates, IV, 108, 110. 


*K. M. Rowland, The Life of George Mason, II, 388. 
* Letters of Cato, Nov. 8, 1787, in Ford’s Essays, 262. 
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and others that the single efficient council in the English govern- 
ment was “one formed of their great officers.” “Notwithstand- 
ing their important Constitutional Council,” he continued, with 
reference to the government of England, ‘“‘every body knows that 
the whole movements of their government, where a council is 
consulted at all, are directed by their Cabinet Council, composed 
entirely of the principal officers of the great departments.” ! 

To Iredell’s sagacious and well-informed mind the possibility 
of a council of great officers presented no special fear. On the 
contrary, from his language it is reasonable to assume that, as 
he contemplated the possibility, an institution appeared that was, 
at least in composition, analogous to the English cabinet council. 
Might it not prove an efficient element in relation to the American 
executive? He might easily have formulated the question. And 
at any rate Iredell deserves the distinction of associating the 
English term Cabinet Council with the new American possibil- 
ity—a possibility which he, Mason, and probably a few others 
saw with some degree of clearness almost as soon as the 
Constitution had been drawn up. 

Yet as a rule in the discussions after 1787 men avoided the 
word council when contemplating the heads of departments 
as the President’s advisers. There was no such word in the 
Constitution. Moreover it expressed a definite and somewhat 
formal structure—a structure that might never take shape. In 
truth such a council was a mere possibility before 1789. The 
importance and the workings of such a council, were it to take 
shape, would depend upon numerous contingencies all but quite 
unfathomable—the laws creating the departments, the number 
of principal officers, to say nothing of the human elements 
involved. 


V. 


There had been two theories regarding the executive before the 
Convention in 1787. Sherman had advocated one of these, and 
Madison together with Wilson the other. According to Sherman 


* Answers to Mr. Mason’s Objections to the New Constitution recommended 
by the late Convention at Philadelphia. By Marcus. (Dated January 8, 
1788.) Reprinted in Griffith J. McRee, Life and Correspondence of James 
Iredell (New York, Appleton, 1858), II, 197. 
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the executive should be an institution for carrying the will of the 
legislature into effect; hence it should be confided to one or 
more officials appointed by the legislature and removable by the 
same body. Madison insisted that the executive should be repre- 
sentative of the people, and that it should be united in one person 
who could be held responsible to the people alone. The practical 
result of Sherman’s positon, had it gained the day, would have 
been something akin to the parliamentary system characterized 
usually as cabinet government. The chief magistracy would 
have become subordinate to the legislative will. The attempt to 
surround the President with an executive council such as Morris 
proposed tended strongly in this direction. Madison’s view, 
however, had met finally with the approbation of the Convention. 
But it needed to be strengthened so soon as the government 
should start.? 

The congressional debate of 1789 on the establishment of the 
departments? revealed tendencies making toward administrative 
unity and hence real executive efficiency on the part of the Presi- 
dent. The discussions as to the positions and functions of the 
Secretaries served to bring the administrative power of the Presi- 
dent for the first time clearly into view. Hence the large historic 
import of these discussions. The guiding influence of Madison 
in the debate is very apparent. 

Several matters in the course of the debate became clear. (i) 
The tenure of office of the Secretaries, unprovided for by the 
Constitution, was settled as being at the pleasure of the appointing 
power. (ii) The appointing power was interpreted as including 
the power of removal, the Senate having merely a negative on 
appointments. From the President’s power of removal came his 
power to direct and supervise the entire national administra- 
tion. The power gave him that control over the Secretaries 
without which he could have been in no true sense responsible, as 


*For Sherman’s view see Elliot’s Debates, V, 140, 142, 192, 322, 508. For 
Madison’s, /bid., V, 337, 363, 364, 365, 367, 472-3. Wilson’s insistence on the 
same position was conspicuous. Jbid., V, 142, 143, 144, 322, 324, 337, 360, 362, 
395, 472, 516. Cf. Judge S. E. Baldwin’s clear summary of these views in 
his essay, Absolute Power, An American Institution in Modern Political 
Institutions (Boston, 1898), 87-80. 

* Annals of Congress, 1, 383 et seq. (May 19-August 25, passim). 
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he was intended by the Constitution to be, for the entire executive 
department.’ (iii) Confidence between President and principal 
officers was seen to be essential to successful administration. The 
evidence on this last point is peculiarly pertinent. 

“Without a confidence in the executive department,” said Ben- 
son, “its operation would be subject to perpetual discord.” 
Speaking of the position of the President, Fisher Ames remarked : 
“The only bond between him and those he employs is the confi- 
dence he has in their integrity and talents; when that confidence 
ceases, the principal ought to have power to remove those whom 
he can no longer trust with safety.” Others spoke to the same 
effect. Elbridge Gerry, guardian of state rights, fearful of 
executive prerogative and any power that hinted at absolutism in 
the federal government, was peculiarly prophetic. He reminded 
his colleagues in the House that, not satisfied with having made 
the Secretaries “the creatures of the law,” they were “making them 
the mere creatures of the President.’”’ He was himself satisfied 
that the Secretaries would become “‘a set of ministers . . 
to hold the reins of government.” To the people he felt sure 
that the principal officers would appear as “consequential per- 
sons.” “These officers bearing the titles of minister at war, 
minister of state, minister for the finances, minister of foreign 
affairs, and how many more ministers I cannot say, will be made 
necessary to the President.’ In fact he declared that the Presi- 
dent ‘will be inclined to place more confidence in them than in 
the Senate.” ? In this last sentiment Gerry was really close to the 
view of his former colleague, George Mason, when he had 
uttered his protest in September, 1787: ‘a Council of State will 
grow out of the principal officers of the great departments.” * 

While neither Gerry nor any one else in the long course of the 
debates of 1789 said directly that President and Heads of Depart- 
ments were likely to form a council, yet the evidence indicates 


*Cf. Madison in Annals of Congress, I, 394 (May 19). Also Madison to 
E. Randolph, May 31, 1789, in The Writings of James Madison, V, 373. For 
a careful analysis of the debate with reference to the appointing power, see 
Lucy M. Salmon, History of the Appointing Power of the President in Papers 
of the American Historical Association, 1, 305-313. 

* Annals of Congress, 1, 403, 492, 493, 527. 
* Supra, p. 175. 
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that the thought of such a combination as no remote possibility 
was near the surface of the debate on several occasions. Once in 
the course of discussion, it may be added, Madison referred to 
the spirit of dissatisfaction among several states “because the 
President was without a council.” ? 


VI. 


Though it did not expressly enjoin executive departments, the 
Constitution clearly contemplated principal officers or heads of 
departments. Accordingly the first Congress took up the sub- 
ject of departmental organization early in its first session. Care- 
ful consideration was and had been given to the subject. 

If credence may be given to evidence which is said to have 
come from John Paul Jones, the naval hero, at times in the 
summer and autumn of 1787 in attendance at sessions of the 
Philadelphia Convention, and on terms of intimacy with Hamil- 
ton, Jay and others in government circles, it is true that men 
were expecting in 1787 the new government to create “four min- 
istries :—that of Foreign Affairs, that of Finance, that of War, 
and that of Justice.” Jones was disappointed that “for the 
present at least’’ the concerns of the navy were to be merged 
“in the ministry of war.” ‘The plea,” he added, “is, of course, 
that the country is new and poor and therefore offices should be 
kept as few as possible.” With seeming foresight, though the 
sentiment may reflect either Jones’s knowledge of French adminis- 
tration or possibly the clear vision of Hamilton, he concluded: 


“No sensible person will maintain that four ministries will 
answer the ends of our government for all time. Others must be 
organized. Had I the power I would create at least seven minis- 
tries in the primary organization of government under the Con- 
stitution. In addition to the four already agreed upon, I would 
ordain a Ministry of Marine, a Ministry of Home Affairs, and 
a General Post Office; and, as commerce must be our great reli- 
ance, it would not be amiss to create also, as the eighth, a Minis- 
try of Commerce . 


*June 8, 1780. 
*A. C. Buell, Paul Jones (N. Y., 2 vols.), II, 130-158 passim. 
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To the first House of Representatives it was enough to provide 
for three separate departments—Foreign Affairs, War, Treas- 
ury—the same number that there had been since 1781. Naval 
affairs, as Jones had indicated, were to be transferred from the 
old Treasury Board to the Secretary of War. An unsuccessful 
effort was made to establish a fourth Department of Home 
Affairs. The Senate, acting probably on the assumption of a 
place in the government analogous to that of the colonial Coun- 
cils (or Upper Houses) which exercised sundry judicial func- 
tions, took the lead in the business of organizing the Judiciary. 
Its committee of eight, Ellsworth of Connecticut acting as chair- 
man, appointed as early as April 7, brought in the bill which 
resulted in the Judiciary Act of the following September, 1780. 
The final section contained provision for the office of Attorney- 
General.' 

The laws establishing the three departments revealed certain 
differences. Only the Departments of State and of War, it may 
be observed, were termed “executive.” Their Secretaries were 
made solely responsible and subordinate to the President. The 
Department of the Treasury was, on the other hand, apparently 
intended to be within easy reach and control of the legislature. 
Colonial precedents were unquestionably the guiding ideals in 
1789; and financial administration had been in the past all 
but completely within the control of the legislative power. Not 
a word was said in the statute regarding the President’s power 
of directing the Secretary. In the eyes of the makers of the law 
which established the office, the Secretary of the Treasury would 
seem to have been intended to be a somewhat independent admin- 
istrative official responsible to the legislature rather than to the 
chief executive. According to the express language of the law he 
was “to make report, and give information to either branch of the 
legislature in person or in writing.” But nowhere, either in con- 
gressional debates or in contemporary writings, is there clear 
testimony regarding the exact intent of those arranging the pecu- 
liar position of the Secretary of the Treasury. For his tenure 


*U. S. Statutes at Large, I, 28 et seq., 49, 65, 68. Annals of Congress, I, 
18 et seq. 
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of office he was dependent on the President. By the higher 
law of the Constitution he was bound as head of a department to 
be subject to executive direction. Accordingly he stood in a 
two-fold relation: on the one hand he was subject to the call 
of Congress; on the other, he was under the direction of the 
chief executive. Whatever the intent of the makers of the 
statute, in practice the Secretary of the Treasury came to be 
regarded as an officer essentially under executive control. 

The portion of the Judiciary Act devoted to the Attorney-Gen- 
eral’s place is curiously brief. It suggests the marked immaturity 
of the administrative judicial system of the central government. 
Aside from his function as federal prosecutor, the Attorney- 
General was to be legal adviser to the President and heads of 
departments. This brought him into the range of executive 
control, and made him, like the Secretaries, a ministerial officer 
of the President. He was head of no department in 1789, nor 
indeed until 1870. The salary of the office was so small that it is 
certain the office was organized, as President Jackson pointed out, 
“with a view to occasional service, leaving to the incumbent time 
for the exercise of his profession in private practice.” Not 
until Madison’s second administration was the officer obliged by 
law to live at the seat of the national government. The first 
Attorney-General, Randolph, could speak of himself as “a sort 
of mongrel between the State and the U. S.; called an officer of 
some rank under the latter, and yet thrust out to get a livelihood in 
the former . . .” Both Pelatiah Webster (1783) and Gouver- 
neur Morris (1787) included an officer of the law in their 
separate plans for a council. And Washington from the outset 
reckoned Randolph as an intimate adviser.” 

*The whole subject of the secretarial positions is briefly set forth in 
Jameson’s Essays, 181-182. For a recent consideration of the place of the 
Secretary of the Treasury in our system, see F. J. Goodnow, The Principles 
of the Administrative Law of the United States (N. Y., 1905), 70 et seq. 
ee and Papers of the Presidents (ed. Richardson), II, 527. 

*As a rule the Colonies had Attorneys-General. So did the new states 
formed during the Revolutionary epoch. Connecticut, however, had no 


Attorney-General until 1897 (act approved May 25, 1897 in Public Acts for 
that year, chap. 191). Virginia had an Attorney-General in 1643. After 
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Three Secretaryships and the Attorney-Generalship were thus 
established—four positions the incumbents of which were to be 
appointed by the President. The Attorney-Generalship was the 
distinctly new place associated with the central government. 


VII. 


Nominations for appointments to the three Secretaryships and 
to the post of Attorney-General were of weighty consequence to 
Washington and the country. The need of a few general princi- 
ples in the matter was perfectly apparent to the first chief magis- 
trate. He sought for capable, efficient men whose fitness for 
service had stood the test of experience either in the Revolution 
or later under the Confederation, in colonial, state or continental 
places. Especially desirous was he of having tried and worthy 
men in the various judicial posts. He was not inclined to ignore 
the geographical element—important places within his power of 
nomination he distributed with due regard to the claims of the 
various states. And finally, what has been termed political 
orthodoxy—the wish to support the new system of government— 
was taken into account.! 

While all these principles were considered by the first President 
in his choice of the three Secretaries and the Attorney-General, 
Washington did not, nor indeed could he, escape the claims of 
friendship when he was seeking to surround himself with four 
capable officers as his assistants. These men were to be intimately 
and confidentially associated with him. Hence it was natural that 
three of the four appointments under consideration were from 
among his friends. 

As early as the autumn of 1788, several months before the 
first Congress assembled, men were gossiping about the minis- 
1703 he was expected to reside at Williamsburg, the capital. See O. P. 
Chitwood, Justice in Colonial Virginia, J. H. U. Studies, July-August, 1905. 
For Randolph’s sentiment, M. D. Conway, Omitted Chapters, 135. For act 
organizing Department of Justice, U. S. Statutes at Large, XVI, 162-165. 
Cf. W. Pinkney, The Life of William Pinkney (N. Y., 1853), 62. 

*Lucy M. Salmon, History of the Appointing Power in Papers of the 


American Historical Association, I, 314-319. Cf. C. R. Fish, The Civil Service 
and the Patronage (Harvard Historical Studies, vol. XI), 6-10. 
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terial officers. It was already assumed that newly organized de- 
partments of Foreign Affairs and of War, when they should be 
arranged, would probably be placed under the supervision of the 
old Secretaries, John Jay and Henry Knox. Madison, it was re- 
marked, might well be “employed as minister for the home depart- 
ment.”” But Madison’s election to the national House of 
Representatives soon placed him out of consideration. Before 
Robert Morris was chosen Senator from Pennsylvania, he was 
naturally regarded as an available head of the Treasury Depart- 
ment, should the Treasury Board be superseded by a single Secre- 
tary. As time advanced—at latest by the month of July, 1789— 
Alexander Hamilton was most fréquently considered for the 
position. Chancellor Livingston of New York certainly, and 
perhaps John Jay for a time, had aspirations for it. 

The appointments of Hamilton and Knox were determined 
upon by Washington easily and in the early summer of 1789. 
Both men were on terms of the closest intimacy with the Presi- 
dent. Associated with him in the Revolution, they had corre- 
sponded at intervals with him ever since. Washington had exerted 
his influence in favor of Knox’s appointment as Secretary at War 
under the Confederation in 1785.2, And Knox had approved 
himself to the public by his conduct of the old department. 
About Hamilton’s ability, in particular about his knowledge of 
the problems of governmental finance, there could have been no 
question. In fact, in respect to fitness the appointments of both 
Knox and Hamilton were in accord with the best contemporary 
opinion. 

In July, 1789, Washington was considering Edmund Randolph 
for some place in the federal judiciary; and early in the follow- 
ing month—aided by the confidential counsel of Madison—he 
had “almost determined” on the nomination of Randolph as 


‘The Writings of James Madison (ed. Hunt), V, 303, 309, 313, 319, 324, 
370-371, ft. notes. Leiters and other Writings of James Madison (ed. W. 
C. Rives), I, 421, 476, 477, 484. III, 67. Bancroft, History of the Consti- 
tution, II, appendix, 485. Cf. The Works of Alexander Hamilton (ed. 
Lodge), VIII, 204, 254, 259-260. J. C. Hamilton, Republic, IV, 504. 

*F. S. Drake, Memorials of the Society of the Cincinnati of Massachusetts 


(Boston, 1873), 169-173. 
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Attorney-General.! When the offer of the position was made to 
Randolph late in September, Washington deemed Randolph's 
acceptance of it as “problematical.” Randolph indeed accepted 
Washington's offer with hesitation, partly owing to the disordered 
condition of his private affairs, a condition which could be helped 
materially only by more of an income than he could expect as a 
low-salaried office-holder, and partly because he desired to com- 
plete a revision of the laws of Virginia on which at the time he 
was engaged. As first Attorney-General and later as Governor 
of the State of Virginia who had naturally acted as spokesman for 
the Virginia delegation in the Convention of 1787 at Philadel- 
phia, Randolph certainly had a notable claim to recognition under 
the new government, even though his political orthodoxy was 
not of the most robust kind. Like Hamilton and Knox he had 
for years been on terms of intimate friendship with the Presi- 
dent.” 

If the naming of Randolph as Attorney-General hints at Madi- 
son’s influence, the naming of Jefferson as Secretary of State 
reveals it forcibly. Historically, the appointment of Jefferson is 
distinctly the most interesting of the four appointments under 
consideration. 

John Jay was the logical candidate for the headship of the 
country’s foreign affairs. On friendly though hardly intimate 
terms with Washington, a man of relatively large experience 
abroad as well as one already known for his dominating adminis- 
trative influence at home during the later years of the Confedera- 
tion, Jay seemed to the discerning mind of Madison assured of the 
position in the early summer of 1789. According, however, to 
the best available authority on Jay’s life—that of his son—Wash- 
ington gave to Jay the choice of “any office he might prefer:” 

*Washington, Writings, . . . being his Correspondence, Addresses, 
Messages, and other Papers, official and private (ed. Jared Sparks, 12 vols.), 
X, 26. 

*For Washington’s offer of the place to Randolph, see The Writings of 
George Washington (ed. Ford), XI, 432-434; cf. tbid., 450, 470. Conway, 
Omitted Chapters, 129 et seq. Writing to Pickering regarding Randolph in 
1795, Washington said: “I made him. . . . a member of my cabinet 


from the first.” C. W. Upham, Life of Timothy Pickering, III, 226. J. C. 
Hamilton, Republic, IV, 31. 
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and so, at his own request, Jay was named as Chief Justice of the 
Supreme Court. This decision of Jay led to the consideration of 
Thomas Jefferson." 

Perhaps Jay helped turn the President’s attention to Jefferson. 
Madison, however, had been for years on terms of the closest 
friendship with Jefferson. He had kept Jefferson in France 
informed of the progress of events in the United States, notably 
in respect to the new government; and he sounded Jefferson in 
May, 1789, apparently to test his willingness to accept a possible 
appointment at home. While both Jay and Madison were relied 
on by Washington for counsel during the early years of the 
administration, yet from contemporary evidence it seems clear 
that Madison’s high regard for, and intimacy with, Jefferson 
made Madison the probable means of yielding to Washington 
what special information, apart from Jefferson’s reputation, the 
President could have demanded. Washington and Jefferson had 
never been intimate. Remarkably few letters had ever passed 
between them. But long since Washington had expressed his 
regard for Jefferson as “a man of discernment and liberality.” ? 
As for Jefferson’s reputation, it was well founded. In 1789 he 
was the best-known American in Europe. He had at various 
times been conspicuously useful in the Continental Congress, and 
like his friend, Randolph, he had been governor of Virginia. 

Landing at Norfolk, Virginia, in November, 1789, Jefferson 
for the first time heard of his appointment. For more than 
two months he hesitated about accepting it: he was much dis- 
inclined to have other than foreign affairs to attend to in connec- 
tion with the work of the Department of State. Madison visited 
him in Virginia while he was in a doubtful mood, clearly to try 
to obtain his consent to the appointment. Only after this visit 
and at the renewed and urgent request of Washington, assured 
that the public was eager for his acceptance of the place, did 
Jefferson give a half-hearted consent, reluctantly turn his face 


*William Jay, Life of John Jay (N. Y., 1833), I, 274. Letters and other 
Writings of James Madison, I, 476, 477, 483. Cf. W. C. Ford, George 
Washington (Memorial ed., 1900), II, 163. 

* Bancroft, History of the Constitution, I, 151. 
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from France, and take up his work in New York City on March 


22, 1790." 
The four nominations were made to the Senate in September, 


1789. They were confirmed without delay, and commissions 
were issued. Hamilton was first to enter upon his duties on 
September 11, succeeding the Treasury Board of three commis- 
sioners. Knox who had had charge of the old Department of 
War under the Confederation since 1785, formally began his new 
work on September 12. Jay conducted the business of the new 
State Department at the request of Washngton until succeeded 
by Jefferson late in March, 1790. Randolph began his service 
on February 2, 1790. Soon after that, however, he was obliged 
on his wife’s account to return to Virginia. He was thus so 
much delayed in his plans that he actually handed his resignation 
of the Attorney-Generalship to Washington. The resignation 
was not accepted, and Randolph was able to undertake the active 
duties of his post in the month of May. Only in May, 1790, 
could the administration be said to be assembled.” 


1For an interesting letter revealing the intimacy between Madison and 
Jefferson, see Hamilton to Col. Edward Carrington, May 26, 1792, in The 
Works of Alexander Hamilton, VIII, 260. Other references bearing on the 
appointment are: W. C. Rives, Jr., History of the Life and Times of James 
Madison, III, 63-64. Letters and other Writings of James Madison, I, 4509, 
471-472. The Writings of James Madison (ed. Hunt), V, 435-436. The 
Writings of Thomas Jefferson (ed. P. L. Ford), V, 54, 95, 114-115, 134, 130- 
150, passim. The Writings of George Washington (ed. Ford), XI, 438-430, 
467-469. J. C. Hamilton, Republic, IV, 31, 113, 115-117, 474. Annals of 
Congress, Senate Proceedings, June 16, 18, 1789. John Jay, Correspondence 
and Public Papers (ed. H. P. Johnston), III, 365, 366, 380-381. H. S. Ran- 
dall, The Life of Thomas Jefferson, I, 554-555, 557, ft. note. Memoir, 
Correspondence, and Miscellanies from the Papers of Thomas Jefferson (ed. 
T. J. Randolph, 4 vols., Charlottesville, 1829), I, 87-80, 144-146. George 
Tucker, The Life of Thomas Jefferson (Phila., 1837), I, 300. Autobiography, 
Reminiscences and Letters of John Trumbull from 1756 to 1841 (N. Y., 1841), 
154. Diary and Letters of Gouverneur Morris (ed. Anne C. Morris), I, 230. 

* Executive Journal, I, 25, 26, 32-33. Conway, Omitted Chapters, 133-135. 
Much important official material on Cabinet officers from 1789 to 1902, 
including accurate lists of the various Cabinets, dates of nominations, con- 
firmations, commissions, etc., is easily accessible in Robert Brent Mosher’s 
Executive Register of the United States (Baltimore, 1903). This admirable 
compilation has recently been issued by the Government as a public docu- 
ment. There are no other accurate lists of Cabinets in print. 
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VIII. 


The laws which provided for the creation of the four officials 
took no account of their possible combination into a council of 
Presidential advisers. Washington regarded these men as his 
assistants. The very exercise of his functions as head of the 
administration was likely, if not certain, to unify these assistants 
into a council. But the process of unification, depending much 
on personal relations which must often escape record, was subtle 
and somewhat unconscious. Though the conception of the 
utility of such a combination antedated its working organization 
by several years, there can be no doubt that the “Cabinet” was a 
creation of Washington’s first term. 

Two quotations will serve to indicate the limits of the present 
inquiry. In Gouverneur Morris’s Observations on ghe Finances 
of the United States, in 1789, sundry thoughts formulated in 
Paris in the spring of 1789 and sent to his friend, Robert 
Morris, in America, under date of May 8, there occurs this 
passage: “On no subject perhaps can it be more needful to take 
precautions . . than on that of finance, both for the public 
security and for the reputation of the Ministers. It might there- 
fore be wise to provide that the terms on which loans are to be 
made, and the manner of making them, should be discussed and 
decided on, not only by the officers of the Finance department, 
but by the President and the other principal officers of State, 
such as the Secretary at War, and of Foreign Affairs. These 
taken together might be very safely entrusted with the appro- 
priation of the revenue. . . . _ their determinations would 
be secret. . . . ”1 Here is a clear statement, in accord 
with earlier suggestions, as to the practical advantage of a coun- 
cil of principal officers in matters of finance. It indicates how 
very natural was the conception of a Presidential council just 
previous to the active beginnings of the new government in 


1789. 


*G. Morris’s “Observations” were drawn up after conversations in Paris 
with Jefferson, and were partly the result of Morris’s “maritime meditations” 
on the journey from America in the winter of 1788. Jared Sparks, The 
Life of Gouverneur Morris (Boston, 1832), III, 3-4, 471, 476. Cf. Jefferson 
to John Adams (Nov. 13, 1787), and Jefferson to Carmichael (Dec. 11, 1787). 
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The second quotation is from a letter of Madison under date 
of June 13, 1793, addressed to Jefferson, Secretary of State. 
Commenting on the recently issued Neutrality Proclamation and 
presenting to Jefferson a problem of law associated with it, 
Madison asked: “Did no such view of the subject present itself 
in the discussions of the Cabinet?’ * This use of the term 
Cabinet is notable. Though the term was well known as applied 
to the English combination of administrative officers, this is 
among the earliest applications of it to the American combina- 
tion of the Secretaries and Attorney-General. While Iredell’s 
usage of the term Cabinet Council in 1788 was doubtless with an 
eye to some such possibility in the American government, Madi- 
son’s usage is clear evidence that the possibility of 1788 had in 
1793 become a reality. 

The discovery of the true functions and place of the Presi- 
dent and his advisers was a gradual but continuous process. The 
problem was to bring practices into conformity with constitu- 
tional theory: it is notable how quickly the Executive and the 
Legislative branches discovered their bearings. That Washing- 
ton, on the assumption that the Senate would be to some extent 
a body of advisers, entered the Senate chamber accompanied by 
Knox in the summer of 1789, is very well known. Maclay’s 
picture of the situation is vivid. To these first Senators the 
President seemed ready “to tread on the necks of the Senate’ and 
to bear down the Senate’s deliberations “with his personal 
authority and presence. Form only will be left us,’ exclaimed 
Maclay. “This will not do with Americans. But let the matter 
work; it will soon cure itself.”” And it did so, for there is no 
record of any similar meeting in history. Hamilton wished 
in the spring of 1790 to enter the House of Representatives for 
the purpose at least of explaining his Report on Public Credit. 
He had made his Report “in writing,” well aware that by the law 

creating his department he might report “in person.” The 
House refused to allow him to appear. Again, in the autumn of 
1792, when the Indian troubles were desperate, there was a 
vigorous effort to get Knox and Hamilton in person before the 
House. The effort failed. The Legislature felt bound to 


‘Letters . . of James Madison (ed. Rives), I, 581. 
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protect its prerogatives jealously, and brooked no_ possible 
interference from the Executive.’ 

In matters of administrative policy Washington’s advice came 
from a variety of sources. At first he trusted largely to Madi- 
son and Jay for suggestions. Letters, and conversations with 
men in and outside Congress, aided him in appointments. 
But at an early date he recognized his constitutional privilege of 
requiring opinions in writing from the heads of departments. 
Conversations with the Secretaries, drafts of messages, reports, 
formal written “‘opinions’—all guided the President along the 
new way. As early as April 1, 1790, about ten days after he 
began work as Secretary, Jefferson prepared an “‘opinion’’ for 
Washington. And from Jefferson alone there were at least a 
dozen written “opinions” rendered by the end of the year. On 
the first question of diplomacy confronting the government in 
1790 regarding a possible war between Spain and Great Britain, 
a matter that involved the point as to whether a British force 
might pass through our limits on its way from Canada to attack 
the Spanish colonies in the Southwest—Washington sought 
written opinions from John Adams and Jay, as well as from the 
three Secretaries. Jay’s opinion, although in some ways 
defensible, was in reality an encroachment on the advisory func- 
tion of the Attorney-General. There was no law which made 
the Vice-President’s advice seem irregular.” 

In 1791 there is the first evidence on what came to be called 
“Cabinet Meetings.” Congress having adjourned in March, 


*Journal of William Maclay (ed. Edgar S. Maclay, N. Y., 1890), 128-132. 
Annals of Congress, I, 1079-1081 (Jan. 9, 1790). Cf. intention of H. of R. 
to keep Hamilton within strict bounds of duties. Jbid., II, 1446, 1516, 1639, 
etc. Annals of Congress, 2d Cong. (Nov. 13-21, 1792), 679-722. Baldwin 
remarked Nov. 20, 1792: “it is a principle . . that the Legislative and 
Executive Departments should be kept as far distant as possible,” otherwise 
the Judiciary might be admitted into the House, “and we shall have them 
here, in their long robes, introducing plans or laws, with the Secretaries of 
the Treasury and War Departments.” 

*The Writings of Thomas Jefferson (ed. P. L. Ford), V, 150-261, passim. 
The United States and Spain (ed. Worthington C. Ford, Brooklyn, 1890), 
7, 16, 17, 18, 43-106. Cf. similar encroachment in case of C-J. Marshall 
on Feb. 20, 1821, enlightening Pres. Monroe as to time when he should 
take oath of office, the 4th of March falling on a Sunday. R. B. Mosher’s 
Executive Register, 93-94. 
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Washington leit Philadelphia for a tour in the South. Spending 
several days at Mt. Vernon on the way, he addressed a letter to 
the three Secretaries under date of April 4. He wrote: “I have 
to express my wish, if any serious and important cases (of 
which the probability is but too strong) should arise during my 
absence, that the Secretaries for the Departments of State, 
Treasury, and War, may hold consultations thereon, to deter- 
mine whether they are of such a nature as to demand my personal 
attendance at the seat of government. . . Presuming that 
the Vice-President will have left the seat of government for 
Boston, I have not requested his opinion to be taken on the sup- 
posed emergency; should it be otherwise, I wish him also to be 
consulted. . . ”? In accordance with the suggestion there 
was a meeting on April 11. Vice-President and three Secre- 
taries were present. Jefferson made careful report of it in a 
letter to the President. Loans, commerce, foreign relations, 
appointments, Indian frontier troubles had all come into the dis- 
cussions. At intervals of about a fortnight during his absence in 
the South, the Secretary of State kept Washington informed 
of the course of events, domestic and foreign. He made, 
however, no statement about holding another meeting of the 
Secretaries.” 

Though Washington had taken time to arrange the relations 
of the Departments before leaving Philadelphia, it had not 
occurred to him to suggest meetings of his assistants until he 
was well on his way southwards. His failure to speak of the 
Attorney-General may have been a mere oversight. Probably, 
however, the President was aware that no legal problem was 
likely to arise calling for Randolph’s judgment. At all events, 
the first recorded “Cabinet meeting” was suggested in a curiously 
casual fashion. 

As time advanced there are a few slight and scattered refer- 
ences to occasional conferences among the Secretaries, held 


* The Writings of George Washington (ed. Ford), XII, 35. 

* The Writings of Thomas Jefferson (ed. P. L. Ford), I, 165. V, 320-322. 
As for the presence of the Vice-President, Jefferson remarks: “This was the 
only occasion on which that officer was ever requested to take part in a 
Cabinet question.” 
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presumably when circumstances made a conference between two 
or three of them desirable, or when the President requested them 
to confer. Only in the spring of 1792 is there a clear record 
of another meeting called by the President at his house. The 
record of it in Jefferson’s ‘“‘Anas”’ follows :— 

“Mar. 31. A meeting at the P’s, present Th: J., A. H., H. 
K. & E. R[andolph]. The subject was the resoln of the H. of 
Repr. of Mar. 27. to appt a commee to inquire into the causes 
of the failure of the late expdn under Maj. Genl. St. Clair with 
power to call for such persons, papers & records as may be 
necessary to assist their inquiries. The commee had written to 
Knox for the original letters, instns, &c. The President he had 
called us to consult, merely because it was the first example, & he 
wished that so far as it shd become a precedent, it should be 
rightly conducted. He neither acknowledged nor denied, nor 
even doubted the propriety of what the house were doing, for 
he had not thought upon it. . . ...We were not prepared 
& wished time to think & enquire.” ? 

Taking time to consider the problem, the Secretaries and the 
Attorney-General came together once more. Jefferson made 


this record :— 

“Apr. 2. Met again at P’s on same subject. We had all con- 
sidered and were of one mind 1. that the house was an inquest, 
& therefore might institute inquiries. 2. that they might call for 
papers generally. 3. that the Executive ought to communicate 
such papers as the public good would permit, & ought to refuse 
those the disclosure of which would injure the public. Con- 
sequently were to exercise a discretion. 4. that neither the 
commee nor House had a right to call on the head of a deptmt, 
who & whose papers were under the Presidt. alone, but that the 
commee shd instruct their chairman to move the house to address 
the President . . . MHamilt. agrd with us in all these 
points except as to the power of the house to call on heads of 
departmts. He observed that as to his departmt the act consti- 
tuting it had made it subject to Congress in some points, but he 
thot himself not so far subject as to be obliged to produce all 
papers they might call for . . . in short he endeavd. to 
place himself subject to the house when the Executive should 
propose what he did not like, & subject to the Executive, when 
the house shd propose anything disagreeable Pia 


‘The Writings of Thomas Jefferson, I, 189. 
* Ibid., I, 189-190. 
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The passages are important. Not only do they reveal the 
President and his assistants in council, but furthermore they 
indicate the effort on the part of Washington to establish sound 
precedents, and on the part of the Secretaries and the Attorney- 
General to protect the Executive from any unfair invasion by the 
Legislative power, and so to aid in establishing the Executive 
in its independent place in the government. 

That there were similar gatherings from the spring of 1792, 
including President, the three Secretaries, and on occasions the 
Attorney-General, is simply probable. There is very little con- 
temporary evidence on the subject. Jefferson’s remembrance of 
Washington’s custom seems clear, and in the absence of more 
nearly contemporary data may be taken as correct. According 
to Jefferson the minor and routine business of administration 
was arranged from time to time by the President with one or 
another of the Secretaries. More important matters were dis- 
cussed by Washington separately with every Secretary in con- 
versation or in writing. At times the heads of departments 
were assembled at a meeting, usually at the President’s house. 
He throws this additional light by saying :—‘This was General 
Washington’s practice for the first two or three years of his 
administration, till the affairs of France and England threatened 
to embroil us, and rendered consideration and discussion desir- 
able. In these discussions, Hamilton and myself were daily 
pitted in the cabinet like two cocks. Pi 

In brief Washington worked into the convenient practice of 
Cabinet meetings by degrees during his first administration. 
Threatened troubles with England and France which called forth 
the Neutrality Proclamation, and very real difficulties engen- 
dered by the Genet episode, so aroused public opinion that the 
need of frequent meetings of the President and his assistants 
became obvious. 

The animosity which had arisen between Hamilton and Jeffer- 
son by the summer of 1792—partly the result of natural differ- 


*The Writings of Thomas Jefferson (ed. Washington), V, 510. (Letter 
of Jefferson to Dr. Jones, March 5, 1810.) See also Jbid., V, 94. (Letter of 
Jefferson to William Short, June 12, 1807); 567-569. (Letter of Jefferson 
to M. Destutt Tracy, January 26, 1811.) 
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ences of temperament and opinion, and partly of competing 
ambition—was aroused by the too intimate relations that the 
circumstances of their respective positions enforced. Indeed it is 
remarkable that the association of the first three Secretaries and 
the Attorney-General could have been maintained as long as it 
was. Jefferson was first in the group to surrender his post, 
retiring on December 31, 1793. Within less than two years his 
three colleagues had left the administration.!_ Others succeeded 
these four first assistants under Washington, but they had little 
to do with the creation of the Cabinet. 

The institution was sufficiently well defined in Washington’s 
first term to demand a name. Cabinet or Cabinet Council, a 
term well known as characterizing a small group of ministerial 
advisers in the English government, is found applied to the 
American group of Presidential advisers as early as 1793. The 
term, however, hardly came into popular vogue until after 1800.” 
From the evidence, it is unlikely that knowledge of the English 
practice of Crown and Ministers in consultation had anything 
definable to do with the American custom. Chiefly the culmina- 
tion of ideals and practices that were guided to some slight 
extent by colonial precedents, but more largely by the circum- 
stances of the Revolution and of the continental situation since 
1781, the American institution was involved in the structure of 
the Constitution. The laws made its place more secure. The 
creative forces which gave it life were brought into activity and 
evidence as soon as the government was started. The financial 
requirements especially conspicuous during Washington’s first 
term, the problems of our commercial and foreign relations, 
the frontier questions involving our attitude to the Indians as 

*Mosher, Executive Register, 51, 52. 

*I have not yet discovered the term as applied to the American institution 
before 1793. The term is not found in the Congressional debates between 
1789 and July, 1793. Mr. W. C. Ford informs me that there is no authority 
in the Jefferson MSS. for the use of the caption “Cabinet Opinion” first set 
down over a paper dated Feb. 25, 1793 (Writings of Thomas Jefferson, V1, 
190). Jefferson employs it in a letter to Monroe of June 28, 1793. Its 
usage and significance were twice discussed in Parliament before 1712. 
Parliamentary History, V, 722-733 (1692); ibid., VI, 970-974 (1711). His- 
torically it appeared in the language in the latter half of the sixteenth century. 
Murray’s Dictionary, s. v. Cabinet. 
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well as to our British and Spanish neighbors, and questions as to 
our ability to protect the frontier with an adequate army—all 
these matters called for not only the supervision and direction of 
a sagacious President, but also for the assistance of experts 
qualified in finance, in foreign affairs and commercial organiza- 
tion, in army regulation, and in the law. As time advanced, 
practical needs of administration of course made greater 
demands. New departments and Presidential advisers were re- 
quired, until to-day the President is surrounded by nine assistant 
ministers. But the term “Cabinet” by 1793 had already quickly 
expressed, and the institution was to an extent fulfilling, a 
national need. 
Henry Barrett LEARNED. 
Yale University. 
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THE CANAL AND THE RAILROAD FROM 1861 TO 
1865. 


N the industrial development of the country from 1861 to 

1865 no phase is more remarkable than the growth and pros- 
perity of the canals and railroads. During four years of war 
there was a steady increase in traffic on these lines, unprecedented 
activity, and a surprisingly widespread public interest in trans- 
portation questions. At the close of the year 1861 the American 
Railroad Journal declared, “The year has on the whole been 
a very favorable one for the Northern railroads. Their earnings 
for the present season greatly exceeded those of 1860. Their 
traffics have immensely increased to supply the foreign demand 
for breadstuffs. It is consequently a somewhat remarkable fact 
that in a period of civil war the value of railroad property should 
have improved while that of all other kinds has greatly deterior- 
ated.” In the middle of the war, reviewing the year 1863, 
the same journal said, “The railway system has greatly flourished 
the past year. The companies have got out of debt or largely 
diminished their indebtedness, their earnings are increasing, their 
dividends have become regular and inviting. The past year has 
been, therefore, the most prosperous ever known to American 
railways.” ? 

Concrete illustrations of this growth are to be seen in the rapid 
increase in freight cars and in tonnage. The Pennsylvania Rail- 
road, the Pittsburgh, Fort Wayne and Chicago, the Erie, the New 
York Central, the Cleveland and Toledo, the Michigan Southern, 
the Chicago, Burlington and Quincy, the Illinois Central, and the 
Cleveland, Columbus and Cincinnati doubled their number of 
freight cars; those of the Central of New Jersey were more 
than trebled. The growth in freight carried was proportionate 
in almost every case. 

The movement of the enormous harvests was one cause of 
this unusual activity, especially to provide for exportation to 


*American Railroad Journal, January 4, 1862. 
* American Railroad Journal, January 2, 1864. 
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Great Britain, where the harvests were poor in each of the succes- 
sive years, 1860, 1861, and 1862. Up to 1860 the largest annual 
shipment of grain from Chicago had been 31,000,000 bushels, 
but in each year of the war Chicago shipped on an average 50,- 
000,000 bushels. There were large shipments also from Mil- 
waukee and the other lake ports, and from Cincinnati. In 1863 
Chicago sent eastward 95,000,000 pounds of provisions and cut 
meats, as against a previous maximum of 13,000,000 pounds. 
Petroleum was listed as a Pennsylvania output for the first time 
in 1859, and rose to 128,000,000 gallons by the year 1862. Her 
anthracite coal mines produced 10,000,000 tons in 1864, as 
against 8,000,000 tons in 1860. The mines of all the States 
raised their production of pig-iron from 800,000 tons in 1860 to 
over 1,000,000 tons in 1864, and this rapid increase of fuel and 
iron meant a corresponding swelling of manufacturing. To dis- 
tribute these growing products of the farms, the mines, and the 
factories, was the task of the railroads and water routes. In 
acdition all lines had to respond to new demands for transporta- 
tion of soldiers and their supplies. 

Thg stock market reflected this prosperity. Practically the first 
substantial sign of recovery from the crisis of 1861 was the 
heavy investment in railroad stocks in the summer of 1862, 
and from that time on, till the announcement in the fall of 1863 
that the harvests in Great Britain were at last good, and that, 
therefore, there would be less activity in the movement of grain 
to the seaboard, these were the most prominent stocks on the 
Stock Exchange. In the year 1864 investors turned also to 
mining and petroleum stocks and to the Produce Exchange, but 
these transactions, unlike those in railroad stocks, were not 
founded on a genuine increase of business. The quotations 
for the stock of all the large roads became very high in the last 
part of the war, an acceptable change from the low prices of the 
years before the war. 

Of the various roads, those in New England, almost shut off 
from grain movement and army transport service, showed the 
least advance over their previous flourishing condition; those in 
Pennsylvania prospered with the growing output of iron, coal, 
and petroleum which they carried; those in the West and North- 
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west, built in the previous decade far in advance of immediate 
needs, were now for the first time used to their utmost capacity 
in carrying the crops, which, but for them, could not easily have 
reached a market after the closing of the Mississippi; the North 
and South lines, such as the Illinois Central and the Cleveland, 
Columbus and Cincinnati, which had the previous record of never 
making money, throve on army business. The most prominent, 
if not the most important lines, were the three East and West 
trunk lines, the Pennsylvania, the Erie, and the New York 
Central, which were continued westward by the Pittsburg, Fort 
Wayne and Chicago, the Michigan Central, and the five lines later 
consolidated into the Lake Shore and Michigan Southern. Far- 
ther north the Grand Trunk reached the lakes in Canada, while to 
the south was the Baltimore and Ohio, largely within the war 
zone. 

The various meat products sent eastward from Chicago com- 
monly went over the railroads, especially the Pittsburg, Fort 
Wayne and Chicago, but in the middle of the war 99 per cent. 
of the wheat, 95 per cent. of the corn and 81 per cent. of the 
flour from Chicago took the lake route to Buffalo and other east- 
ern lake ports, to be forwarded thence by rail and canal to New 
York and Boston. These lake routes secured much more traffic 
than the competing land routes. In 1862, 2,500 more vessels 
entered and cleared the port of Buffalo than in any previous year. 
Although the Erie and the New York Central had their own 
boats plying the lakes and supplying their steam lines at Buffalo 
and other lake terminal points, the Erie Canal took twice as much 
of this lake traffic as the two great railroads together. Never 
had the New York waterway performed such services. The 
boats on its waters rose from 3,000 in 1860 to 6,000 in 1863. 

The resulting activity in boat building was very great. Not 
since 1847, the year of heavy exportations of grain to famine- 
stricken Ireland, were so many vessels built on these canals of 
the Empire State as in 1862. In this year vessel building in 
every lake port also was greater than in ary previous year. The 
commerce of the western rivers, where government transport 
service filled the gap made by the disappearance of the old south- 
ern trade, was comparable to that of the lakes. In the last part 
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of the war more vessels were built on these rivers than for many 
years. 

American transportation on the ocean had not so brilliant a 
record. In 1860 2,872 American vessels entered New York 
harbor, and 1,474 foreign vessels; in 1864 only 1,568 American 
vessels and 3,206 foreign vessels. The experience of every har- 
bor was similar. In the last part of the war, of the ocean tonnage 
that entered the United States, exclusive of that from the British 
North American provinces, 60 per cent. was foreign, whereas 
in no year before the war had more than 31 per cent. been for- 
eign. No one shipped in an American vessel unless there was no 
foreign vessel at hand. Many of the ships under the American 
flag did not have full cargoes, while those flying foreign flags 
were always filled, and the valuable cargoes were without excep- 
tion secured by the foreigners. This was in large part the work 
of the 25 Southern privateers and cruisers, which captured in all 
283 United States ships, valued with their cargoes at $25,000,- 
ooo, and the fear of which destroyed the prestige of the ships of 
the United States, which before 1860 had ruled in American for- 
eign trade. During the war more than 1,000 American vessels 
were transferred to the British flag—over 600 in the single year 
of 1863, though the usual number of such transfers in times of 
peace was from 30 to 40. 

At this result every Northerner felt deep indignation, which 
increased as the statistics for each new year were published. 
When the Alabama, which left England July 29, 1862, and up to 
the end of 1863 had captured 64 vessels, was finally destroyed off — 
the coast of France by the Kearsarge in June, 1864, a feeling of 
genuine exultation and relief filled every heart, and most of all 
the hearts of the merchants. The Philadelphia Board of Trade 
tendered Captain Winslow an elaborate banquet with a most 
complimentary address, and the New York Chamber of Com- 
merce presented captain, officers, and men with a purse of 
$25,000. 

Few of the American ships that remained on the ocean were 
steamers. Of the three American transatlantic lines started be- 
fore the war, the Collins Line failed in 1858, the Bremen Line was 
withdrawn in 1858, and the Havre Line was taken into the 
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government service. Flushed with pride over the success of 
their steam transportation on land, it was humiliating to Ameri- 
cans to see eleven foreign lines with fifty-four steamers entering 
their leading port, carrying the foreign mails, and meeting no 
American competition. The foreigners spent little in the United 
States for repairs and supplies, and added nothing to its merchant 
marine. It was seriously questioned by many people whether 
it had been wise to devote so much energy to internal improve- 
ments at the expense of neglecting steam ocean transportation. 

The actual conditions of transportation on the ocean must be 
set over against those on the land in order to enable us to appre- 
ciate another phase of the general subject—the agitation for 
increased transportation facilities. Nothing is more characteris- 
tic of the period, aside from interest in war and politics, than the 
efforts of rival cities to gain commercial supremacy, to built addi- 
tional means of transportation both on land and sea, and especially 
to improve connections with the West. 

Of these cities, New York with the Hudson River Railroad, 
the New York Central, the Erie, the eleven transatlantic steam- 
ship lines, meeting on the best harbor of the continent, was easily 
the leader. Exports of wheat, wheat flour, and corn grew from 
9,000,000 bushels in 1860 to 40,000,000 in 1861; 57,000,000 in 
1862; 50,000,000 in 1863; with a fall to 30,000,000 in 1864; 
while those from Boston, 800,000 in 1860, rose only to 2,000,000 
in 1862; and those from Philadelphia never got beyond 5,000,- 
000 bushels. The total foreign commerce of New York started 
‘on a higher scale and increased more rapidly than that of her 
rivals. In 1864 its value was twenty times that of Philadelphia 
and nine times that of Boston. Neither Philadelphia nor Boston 
had a line of steamers to Europe. The former had one trunk 
line leading to the West, but Boston was dependent on roads 
terminating in other cities. On the north Boston had a rival, 
small but growing,—Portland, the terminus of the Grand Trunk. 
On the south, Philadelphia was opposed by Baltimore with the 
Baltimore and Ohio Railroad, but this border city was too 
harassed by war to be formidable while hostilities lasted. Every 
commercial city was the rival of every other, working for its own 
aggrandizement and the depreciation of all the rest. 
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New York’s water communications with the West were quite 
as important as those by rail, and the attempts to improve them, 
while not so effective as the changes on the railroads, attracted 
much more attention both in the city and in the nation at large. 
The movement began in Chicago and the West in 1861, becau 
there did not seem to be facilities to carry the crops of the year to 
market. The important route by the Mississippi River was 
closed, and consequently freight rates on other available lines 
became very high. The Westerners insisted that these east and 
west lines, with their suddenly acquired monopoly, should be 
checked, and they called on the national government to open the 
Mississippi to the Northeast by enlarging the Illinois and Michi- 
gan Canal from the Great Lakes to the Illinois River. This 
would give the river traffic and the many northwestern communi- 
ties that were dependent on it a new outlet to eastern markets, 
and enable many more boats to ply the lakes. The demand was 
not new, but it was now made with renewed energy, and soon 
the Trent affair added the argument of military necessity, for 
Great Britain began mobilizing for service in Canada troops and 
gunboats which could easily be taken through the Canadian canals 
to Lake Ontario, whence by way of the Welland Canal they could 
reach the other lakes, while none of the canals in the United 
States leading to the lakes were large enough to admit such 
craft. Thus in the sudden emergency of war the Illinois Canal, 
widened and deepened, was urged as a channel for western gun- 
boats to the lakes, and as an outlet for western products to a 
new market. Extensive reports on the plan with estimates and 
specifications were made to the Secretary of War and to Con- 
gress, and three different bills were introduced in Congress on 
the subject, but there no action resulted. 

At the same time the State of New York was aroused at the in- 
adequacy of her accommodations for the western traffic, although 
after twenty-seven years’ work and an expenditure of $40,000,000 
the State was just bringing to conclusion a great enlargement 
of the Erie Canal. If the increasing western crops were to be 
handled, the canal would have to be further enlarged. Again, 
the Trent affair brought into the discussion the military argu- 
ment. However, the State was unwilling to tax itself a second 
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_ time for the purpose. If the work was to be done, Congress 

_ might furnish money; but Congress held back. New York 
was plainly blocking Chicago, and Chicago was blocking New 
York. 

Few anticipated the next step. Chicago business men held a 
mass meeting, and within less than six months transferred their 
local scheme into an almost national demand, with the hearty 
support not only of New York but also of many other parts of 
the Union. It was a fine illustration of the power of the western 
market over all sections. To bring New York to terms, Chicago 
held up to the public mind the rival route seaward of Canada 
and the St. Lawrence, appointed committees and secured the 
appointment of others in various sections of the West, who in 
person urged upon the Canadians the improvement of the Cana- 
dian waterways. Canadian boards of trade, newspapers, and 
parliamentary committees argued and reported in favor of the 
idea, as they had done in the middle fifties at the same solicitation, 
setting forth the advantages of a route by way of Lake Michigan, 
Georgian Bay, a short canal connecting with the Ottawa River, 
and thence to the St. Lawrence and Europe, with a considerable 
saving of distance over the Erie Canal route. 

Canada was in earnest; New York and New England were 
aroused. At the psychological moment in 1863, at a call signed 
by fourteen United States Senators and eighty Representatives, 
a great ship canal convention assembled in Chicago. The Vice 
President of the United States was in the chair; representatives 
from every section were present, strong eastern delegations com- 
ing from Portland, Boston, and New York. Although many 
cities refused to be represented, there were two thousand dele- 
gates in all; one thousand from Illinois. All agreed that the 
western trade must not be allowed to go through Canada. 

In the convention many interests were represented. There 
were urged a canal around Niagara Falls, around the Rapids of 
the Mississippi, the improvement of the St. Clair Flats, of the 
Fox, Wisconsin, and Hudson Rivers, a canal between Lakes On- 
tario and Cayuga, and the improvement of all the Ohio canals. 
These plans were allowed to be presented in order to placate the 
different localities, but the one dominating, overpowering, interest 
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was that of the Chicago and New York delegates, and the final 
resolution by a mass vote was that the national government should 
he asked to improve both the Illinois and the New York canals 
for military and commercial reasons. A special committee was 
appointed to lay this memorial before the President and Con- 
gress, and the President favorably referred to the petition in his 
next annual message. No action was secured from Congress, for 
the opposition was very strong. Philadelphia, Pittsburg, Cincin- 
nati, and Milwaukee sent no delegates, and bitterly, though not 
¥. always consistently, denounced the whole plan. Canals were out 
of date, they claimed. Where railroads had not already super- 
' seded them, as, for example, in New York, nothing but state taxa- 
ha ' tion of the land routes could keep the water routes alive. The 
.| relief must be immediate, while to complete the proposed improve- 
i ments would require a long time. Chicago and New York, they 
‘hay declared, were using the cloak of military necessity to conceal 


‘ f ( their local and selfish designs, which it would be unwise for the 
ae general government to gratify, because so many other communi- 
a ties were clamorous for their special claims. 

i Philadelphia, Pittsburg, Cincinnati, and Louisville preferred 

| th the improvement of the Ohio River, and accordingly a conven- 
a tion in Louisville in 1864 framed petitions advancing that claim 

a upon Congress. Others would have the much discussed gunboats 
be reach the lakes by way of the canal between Cincinnati and 
Toledo. The improvement of the Fox and Wisconsin Rivers 


appealed to the people of Milwaukee and of large parts of Wis- 
consin, Minnesota, and Iowa. As early as 1849 Wisconsin 
planned to connect the Mississippi River and the Great Lakes 
through these rivers, and in 1856 the enterprise was begun by a 
private company. These interests led to more conventions. 
Oswego and northern New York advanced the old plan of a 
i canal around Niagara Falls, the route for which had been sur- 

veyed a number of times after 1782, and they found strong 
‘ support in Boston and Philadelphia; but Buffalo, foreseeing in 
ei the project the inevitable decline of her growing commerce, 
q offered vigorous opposition. Much pressure was brought to bear 
, on New York City to secure support, Congress was besieged in 
y the ordinary way, and the House of Representatives passed the 
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desired bill, but there the matter slept. Some New Yorkers 
favored improving the canal connections between Lake Cham- 
plain and the St. Lawrence River in order to increase trade with 
Canada. <A few renewed the scheme of connecting Lakes Michi- 
gan and Erie by a canal west from Toledo. 

For more than a year after the Chicago convention all these 
schemes were widely discussed in the newspapers and magazines. 
Enthusiasm for canals was very strong, and seemed to be world- 
wide. The French were building the Suez Canal, finished in 
1865, and English and French capitalists were negotiating for 
concessions for the Panama and Nicaragua routes between the 
Atlantic and the Pacific, interest in which projects was renewed 
by the presence of the French in Mexico. 

Despite this extended public discussion, little was practically 
accomplished for canals. No new ones were dug and no 
important improvements made. In railroad building, however, 
much was accomplished for New York and for all her rivals. 
The railroad interests were spurred to the greatest activity in 
their endeavor to hold their own against the popular canal agita- 
tion. Their most effectual response to the canal measures was 
the construction, by foreign capital, of a new trunk line to the 
West, the Atlantic and Great Western, built from Salamanca, 
New York, on the Erie Railroad, which furnished direct connec- 
tion with New York City, to Dayton, Ohio, whence there were 
direct connections with Cincinnati over the Cincinnati, Hamilton 
and Dayton, and on to St. Louis over the Ohio and Mississippi. 
This was the greatest railroad achievement of the war. In May, 
1865, when the first trains arrived in Cincinnati, shipments from 
New York, which had formerly taken thirty or forty days, began 
to come through in less than a week. Merchants were delighted 
beyond expression. The daily press, realizing beforehand the 
significance of the road, faithfully chronicled the progress of the 
work as it advanced over the three States of New York, Pennsyl- 
vania and Ohio. A special excursion from New York, a ban- 
quet, speeches, and fireworks celebrated the completion of the 
road to Cleveland, which had particular reasons to rejoice, for, 
besides through cars without change to New York, this city 


boasted that the Chicago and New York lake traffic, which now _ 
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went by way of Buffalo, would be diverted to her to go eastward 
by the new road. There were similar celebrations in St. Louis 
and Cincinnati. 

Philadelphia secured three new routes to the West. Since 
1836 there had been a demand for a railroad northwest from 
Philadelphia to meet the lake route at Erie, but little was done 


A i} till 1861, and during the excitement of the Presidential campaign 

ss Hi ‘ . of 1864 the road was completed. Erie with the new road, like 

ade) | Cleveland with the Atlantic and Great Western, would now con- 

‘ a ’ tend with Buffalo for the honor of being the connecting link 

fi ' between the East and the West, and Philadelphia would wrest 

4] Fi from New York some of that city’s commercial prestige as the 

: 4 depot for western products. Governor Curtin of Pennsylvania 

: a { left off making campaign speeches to join in a great excursion in 

| honor of the event. Time was soon to prove how hollow were 


the hopes for the new line and how much more substantial were 
the results of connections secured in the West with Cincinnati and 
Chicago. In 1864 a new line was completed from Steubenville, 
Ohio, to Pittsburg, giving Philadelphia direct communications 
via Pittsburg with Columbus and Cincinnati, and with Chicago 
via existing lines from Columbus to Richmond, Indiana, from 
which point a new road just completed led to Chicago. Thus in 
three ways Philadelphia met the competition of New York’s new 
line, the Atlantic and Great Western. 

New York on the north had another rival. Boston, the metro- 


i i |. polis of New England, shut up in a corner away from the rest of 
We the country, conscious that she had been comparatively indifferent 
ae \ in the past to the trade of the West, and that she was conse- 
| : | id quently losing her hold there, was aroused. Massachusetts had 
Wie tl spent only $5,000,000 on western connections, and individuals 


j : j of the State, together with the city of Albany, $11,000,000 more, 
a. o while New York State had spent $65,000,000 for the same pur- 
ug pose, Pennsylvania and Philadelphia $40,000,000, Maryland and 


j q Baltimore $12,000,000, individuals in these states and cities 
‘he $117,000,000, and Canada $75,000,000. Boston saw that she 

| Oh i must exert herself to meet the occasion. 
r It was vexatious to Boston merchants to be dependent to so 


great an extent for their western trade upon a single line which 
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was liable to be overcrowded, and which, without a rival save 
indirect routes through Canada, was able to extort high freight 
rates. All interests demanded a new western road, but while it 
was commonly agreed that it was impracticable to construct one 
through to the West, and that some existing trunk line should be 
tapped to divert traffic, there was no unanimity as to the manner 
in which this project should be realized. Negotiations to draw 
the terminus of the Grand Trunk from Portland to Boston were 
repeated each year, with no success, however, other than exciting 
much ill-will between the two cities. 

South of the Grand Trunk were the New York Central and 
the Erie Canal, which might be tapped at Albany by a second line. 
As early as the completion of the Erie Canal in 1825, Boston men 
planned the Hoosac Tunnel and agitated for it. In 1848 the 
Troy and Greenfield Railroad was chartered and given seven 
years to build its road and the tunnel. There was delay in 
raising money and State aid was secured in 1854. In 1855 the 
tunnel was begun, but, although the company availed themselves 
of State aid again in 1860, little was done, and in 1861 they 
abandoned their task. In 1863 the State took up the unfinished 
work, and pushed it vigorously throughout the remainder of the 
war with Boston’s hearty support. This was one of the most 
substantial public works of the period, rivalling the Atlantic and 
Great Western Railroad in general interest, and comparable to 
the great contemporary undertaking of tunneling Mt. Cenis in 
Italy. Governor Andrew of Massachusetts took the ground that 
it was necessary to support public works as far as possible in 
order to keep up the courage of the people. To have their minds 
occupied in matters of this kind would be the surest way to pre- 
serve them from discongént and fears. For the same reason he 
was one of the most @fdent supporters of the Pacific Railroad. 

Farther south thay the New York Central was one of the 
eastern termini of th Erie Railroad, at Newburgh, New York, 
opposite Fishkill, to Which point Boston capitalists in 1863 secured 
a charter for a road, designing to use some small existing roads, 
and to build the necessary connecting links. This line was to be 
called the Boston, Hartford and Erie, and all predicted for it a 
great future because it would bring direct connections, without 
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change of cars, with Cincinnati and St. Louis; and further 
because it would have the advantage of delivering its freight by 
the side of the ships themselves, whereas the Boston and Worces- 
ter delivered its grain at its terminus on the Charles River, 
whence cartage was necessary across the city to the ocean. 
Despite all the agitation, however, the road was not completed till 


1881. 


ps ee ‘ , In addition to trunk lines, another facility was needed before 
1 4 Fi Boston could hope to become a great railway terminus. Boston, 
4 a 2) in common with Philadelphia and in strange contrast to New 
(on York, had no regular steamship lines to Europe. If the competi- 

4 we tion with New York for western grain was to become serious, 
ita | a this lack must be supplied. It would avail little to build roads 
ia to bring more grain, if there were no swift steamers to carry it 
| I . j to its destination. Throughout the war both Boston and Phila- 
‘ha delphia strongly and continuously agitated in favor of new trans- 

. atlantic steamship companies. Subscription papers for the pur- 


pose were opened in both cities, but the expense and the fear of 
Rebel privateers checked all plans. In Boston nothing was ac- 
complished, but in Philadelphia in 1865, in imitation of the pro- 
gressive Baltimore and Ohio Railroad at Baltimore, which had 
just inaugurated a steamship line of its own to Liverpool, the 
Pennsylvania Railroad Company in conjunction with the City of 
Philadelphia matured plans for a similar line. There was obvi- 
ously no such incentive for New York to build new ocean lines to 
supplement her railroads and canals, for the reason that eleven 
foreign companies were already performing that service. 
Pittsburg, Cincinnati, St. Louis, and Chicago were active 
egually with the seaboard cities in struggling for more trade. 
Pittsburg shared with Philadelphia in the benefits of the new 
a connections with Columbus, Cincinnati, and Chicago, already 
Te mentioned. She endeavored without success to reach the Balti- 
UR more and Ohio, but her strongest desire was to reach the newly 
opened oil fields in northwestern Pennsylvania. The Alleghany 
“ River was one avenue of approach to these. Another and more 
(4 important one was the Erie and Pittsburg Railroad, projected 
4 before the petroleum discoveries but not completed till 1864. 
These two routes brought most of the crude oil to Pittsburg, 
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and made her the great oil center. But there were rival routes, 
namely two branches of the new Atlantic and Great Western, 
and a branch of the new Philadelphia and Erie, which transported 
some oil to New York and Philadelphia. Pipe lines were not 
invented till the very end of the war, and for the greater part af 
our period the oil had to be hauled to the steam cars in wagons 
over difficult country roads. 

Cincinnati and St. Louis rejoiced in the completion of the 
Atlantic and Great Western, but aside from this east and west 
line the interests of the two cities in increased transportation lay 
in different directions; Cincinnati turned to the South, St. Louis 
to the West. Even before the war the Queen City had endea- 
vored to extend her trade southward to eastern Tennessee, but 
the war stopped all agitation except for government construction 
of the road as a military necessity. The government, however, 
did not act, and in 1866 the city itself, led by her Chamber of 
Commerce, by most generous subscriptions, made the line an 
assured fact. 

The prize in the west for St. Louis was the large overland 
transportation business of the Missouri River towns with New 
Mexico, Pike’s Peak, and the Colorado gold mines, Utah, 
Nevada, and points on the plains. In 1860 it was estimated that 
from Kansas City, Leavenworth, Atchison, St. Joseph, Nebraska 
City and Omaha, approximately 7,000 prairie schooners were eu- 
gaged in this trade, carrying over 36,000,000 pounds of freight. 
During the war the trade increased. In 1865 21,000,000 pounds 
of freight were despatched from Atchison alone, compared with 
6,000,000 pounds in 1860. The problem was to win this great 
market for St. Louis, and to keep it away from Chicago. The 
Pacific Railroad of Missouri was the solution. This road, 
planned as early as 1850 but completed only in 1865 after active 
work in the last part of the war, was the shortest route between 
these two cities, and, as it was enabled to reach farther and 
farther west over Kansas by the gradual completion of the Kansas 
branch of the Union Pacific, its value to St. Louis increased. It 
was prepared also to join the Atchison, Topeka and Santa Fe, 
whenever that much discussed road, now richly endowed by 


large land grants from Congress, should begin to traverse directly 


the old southwestern route. 
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Chicago’s effort to increase her trade were many and diverse, 
as befitted the great railroad center of the West. She worked 
toward the overland Kansas trade and the Kansas branch of the 
Union Pacific by gaining control of the Hannibal and St. Joseph 
Railroad. Her hold on the Nebraska branch of Union Pacific 
she made stronger by the consolidation of the Chicago and North- 
western with the Galena and Chicago Union, thus securing a con- 
tinuous line extending through lowa two hundred and four miles 
west of the Mississippi River, beyond which the construction of 
one hundred and thirty miles of track would give through connec- 
tions with Omaha, the Nebraska terminus of the Pacific road. 
She matured plans for new connections with St. Paul and the 
Northwest, she laid a new route to Madison, Wisconsin, and, as 
she thought, gained complete control of the traffic from the iron 
and copper mines of northern Michigan by extensions of the Chi- 
cago and Northwestern. Her three trunk lines to the East she 
added to by building the Chicago and Great Eastern already men- 
tioned, and at the very end of the war definite plans were laid for 
the extension to Chicago of the Grand Trunk from Port Huron, 
opposite Sarnia, Ontario. 

The Pacific Railroad, to which the West and in fact the whole 
country were turning, was the realization of public discussion as 
old as the discovery of gold in California. In 1853 Congress 
ordered the survey of northern, central, and southern routes to 
the Pacific, and by the next year the roads seemed to be a cer- 
tainty, but not until the Republican party, pledged to the project 
by their platform of 1860, came into power did Congress take 
definite action. By an act of 1862, amended slightly in 1864, the 
national government incorporated a company to build a road 
from the wilds of western Nebraska to the western border of 
Nevada, with a western branch leading to Sacramento; and in the 
East two branches, one leading through Nebraska to Omaha, 
the other through Kansas to Kansas City. The route was located 
by the existence of frontier settlements in Nebraska and Kansas, 
and by the thin strip of settlements extending across the continent 
through Colorado, Utah and Nevada. The government pledged 
itself to subsidize, the line with 35,000,000 acres of public land 
and $50,000,000 in United States bonds. 
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The incorporators in 1862 easily secured the necessary public 
subscriptions of $2,000,000 and at once many arguments in favor ; 
of the work were widely advanced. California must be drawn ‘ 

A 
4 


more closely to the Union, her trade retained, and her secession 
made impossible; the nation’s influence in the Pacific and its share 
in the commerce of the East must be advanced; the movements of 
the French and English in Mexico and Central America for short i 
Isthmian railroads and canals must be checkmated; Western iy 
mining and agriculture must be fostered; great public works, i} 
like this one and the Hoosac Tunnel, must be pushed for the 
sake of their encouraging influences on the public mind. Only it] 
a few miles of track were completed while the war lasted, but that 4 
little aroused great interest. The laying of the first rails in | 
Kansas, Nebraska, and California was the occasion of much 1. 


ceremony and public enthusiasm. After the war it was asserted iP 
that no public work since the Erie Canal had so held the public ti 
mind. The Northern Pacific, to which attention was directed by bey 
the discovery of gold in Idaho in 1863, was chartered in 1864, ’ 
the government guaranteeing a subsidy in land of 47,000,000 
acres, but no bonds. 

The most characteristic and important feature of transporta- } 
tion during the war, the one that accomplished most toward solv- 5, 7 
ing practical transportation problems, yet remains to be dis- {| f 
cussed,—the gradual improvement of the facilities of the existing } 4 
roads. The consolidation of small roads into larger ones was £2 
widespread. Boston’s most effective stroke in achieving a new 
western route was her consolidation of the seven lines leading aa 
from that city to Ogdensburg, New York, in the hope that . } 
thereby she might tap the Grand Trunk across the St. Lawrence 
at that point; and her most earnest endeavor each year of the 
war toward bettering herself was to unite the Boston and Wor- 
cester with the Western Railroad, which continued the route to 
Albany. These two roads, composing her only direct route to 
the West, could not perform their best services while continually 
quarreling with one another over profits. But, despite the fact 
that their union was so important and public sentiment in favor 
of the union so strong, the consolidation was not effected till 
1867. The Erie gained control of certain small lines in north- 
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western New York and changed its northern terminus from Dun- 
kirk to Buffalo. The Pennsylvania took over the Philadelphia 
and Erie, the Oil Creek Road, both leading to the oil fields, the 
Pittsburg, Fort Wayne and Chicago, and the Cleveland and 
Pittsburg. The four lines forming the Lake Shore route from 
Buffalo to Toledo, partly under the extending influence of the 
New York Central, united and eventually included in the agree- 
ment the Cleveland, Columbus and Cincinnati. In Canada the 
Grand Trunk and the Great Western were united. Examples 
could be multiplied, but sufficient have been given to show the 
universality of the tendency of small railroads to merge into large 
corporations. The phenomenon was not new, but nevertheless 
was now especially marked. Heavy traffic and the appreciation 
of gold could hardly have acted otherwise. It was in every way 
desirable to do away with the losses of competition between rival 
cities and between rival railroads, and in the presence of high 
prices to hold in check the expenses of management. Akin to this 
movement and as extensive was the reorganization of many roads 
and their establishment on firm financial ground, notably the old 
New York and Erie, the Pittsburg, Fort Wayne and Chicago, 
and the Chicago and Northwestern. 

An obstacle to all traffic was the different gauges on the rail- 
roads in different parts of the country. On the New York and 
New England roads the rails were four feet and eight and one 
half inches apart: in Ohio, the West, and south of Philadelphia, 
four feet eight and one half inches, and four feet and ten inches; 
in Canada and in some parts of Maine, five feet and six inches; 
and in some special cases in the West six feet. In no direction 
could cars run long distances without changes and delays. The 
Hudson River and New York Central cars passed from New 
York to Buffalo without change, but could not run to Chicago 
over the Lake Shore route without changes on the five lines west 
from Buffalo; they could not go through Canada and strike the 
Michigan Central without similar changes, and if they proceeded 
over the Ohio roads to Cincinnati there was a change; the 
Pennsylvania could not send its cars west from Pittsburg with- 
out changes; there were changes between New York and Wash- 
ington; Grand Trunk trains, suited to the Canadian gauge, could 
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not reach Boston from Portland, nor Chicago from Detroit, 
without the delay. In the opening of the war, when govern- 
ment officials made requisitions on the roads for cars, the response 
could not be immediate, and after the cars were once delivered 
there was the delay of fitting them to the Southern tracks. In 
many cases there was no possible adjustment and the contents of 
trains had to be transferred to other cars. But although no 
standard gauge was adopted, there was progress in doing away 
with the evil. The Atlantic and Great Western established a 
uniform broad gauge from New York to St. Louis, an unusually 
long distance for one gauge. The completion of the new road 
between Steubenville and Pittsburg made another uniform gauge 
between two such distant points as Philadelphia and Cincinnati. 
The gauge of the Oil Creek Road was made similar to that of the 
Pennsylvania. The Atlantic and Great Western entered Cleve- 
land from Leavittsburgh by a third rail on the Cleveland and 
Mahoning, and Cincinnati in the same way over the Cincinnati, 
Hamilton and Dayton. Some roads, like the Pennsylvania for a 
part of its western traffic, availed themselves of a new patent 
wheel, extra wide, designed to accommodate different gauges, 
while others, like the New York Central in its eagerness to reach 
Cincinnati, built cars of an adjustable axle, cars of a “compro- 
mise gauge.” The Star Freight Line between Buffalo and 
Chicago also used this latter expedient. There were few roads 
which did not have to deal in some way with this universal evil. 
It is not, then, surprising that the railroad traffic on the Lake 
Shore route between Chicago and Buffalo was so much lighter 
than that on the Pittsburg, Fort Wayne and Chicago, and on the 
lake steamers. Private and state initiative in railroad building 
was a good thing, but national supervision would never have 
allowed anything but a uniform gauge. 

Another obstacle quite as vexing as the existence of different 
gauges was the absence of bridges over the wide rivers; “the 


chief miseries of travelling are changing cars and crossing © 


ferries,” said a contemporary.!_ But desirable as were improve- 
ments in this direction, and anxious as the railroads were to make 
them, there was strong opposition from the established ferry 


*New York Tribune, August 11, 1861. 
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companies and from rival commercial cities. Troy endeavored 
to divert to her own bridge, away from the Albany ferry, all 
New York Central lines, and with injunction fought the forth- 
coming bridge at Albany in the courts, uselessly, however, for the 
great iron structure at the latter point was begun in 1864 and 
finished in 1866. It was a revolution in American railroading, 
attracting universal interest. The ferry companies successfully 
blocked all Mississippi River bridge projects at St. Louis, 
although there was an old charter for such a bridge, and the 
whole city united in fighting a new bridge over the river farther 
north which would be to the advantage of Chicago. Chicago 
won and the bridge, the second over the Mississippi, was built in 
1864 by the Chicago and Northwestern Railroad at Clinton, Iowa. 
A suspension bridge over the Ohio at Cincinnati was begun in 
1864. The same river was bridged at Steubenville, thus connect- 
ing Pittsburg and Philadelphia with Columbus. A new bridge 
was erected over the Monongahela at Pittsburg. The ferry 
at Havre de Grasse, Maryland, over the Susquehanna on the 
main route from Philadelphia to Washington was displaced. 
Most of these great new structures were of iron, and many 
smaller iron bridges were appearing throughout the country. 
The old wooden bridges, cheap but dangerous, were certainly 
not yet supplanted, but the opposition to them, begun early in 
the previous decade, waxed stronger during the war when traffic 
was heavy, and was destined eventually to drive them out of 
existence. 

In laying double tracks little progress was made before 1861, 
but during the war some of the leading lines advanced in this 
respect. The Hudson River completed double tracks from New 
York to Albany; the New York Central from Albany to Buffalo. 
The same was accomplished between New York and Washington. 

The building of new grain elevators was extensive. St. Louis 
had none at all, and to judge from the public discussion in her 
newspapers one would conclude that to erect a grain elevator 
was the most important step which that city could take in fight- 
ing the overshadowing and ever-growing predominance of 
Chicago. Without suitable storage facilities the one city could 
not hope to attract grain trade away from the other, equipped 
with a score of elevators. Detroit and Erie likewise got their 
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first elevators. New York, which stored little grain but shipped 
vast amounts to Europe, in 1861, when the great grain exporta- 
tions began, got her first floating elevators to lift the grain from 
lighters and canal boats to the steamers. Previously this work 
had been done, as in Boston, Philadelphia, and Baltimore, by 
hand pulleys, an immemorial custom. The Irish laborers, by a 
stubborn strike and threats, most strenuously resisted the change, 
but the companies persisted. In the first year of the war two of 
the monster labor-saving machines were set up, five in 1862, the 
year of the strike, seven of them throwing two thousand laborers 
out of work. Each year thereafter more were erected, as also 
in the other great cities of the seaboard, but, in spite of this fact, 
at the close of the war some of the grain was still handled in the 
old way in all these cities. Chicago and Buffalo were the 
great centers of grain elevators. Nothing better illustrates the 
growth of lake commerce in grain than the erection in Buffalo of 
nine new elevators during the war, doubling the capacity of the* 
elevators of that city in four years. 

Thus throughout the war Northern transportation lines enjoyed 
remarkable growth and prosperity. Their traffic was extraordi- 
narily heavy, while numerous improvements were made in equip- 
ment and in methods of operation on the existing roads, though 
only a few new roads were built in contrast to the great building 
activity of the preceding decade. It was an era of great interest 
in transportation questions, of keen competition between rival 
commercial cities to secure new routes. Far from checking their 
development, the war undoubtedly worked to the advantage of the 
canals and railroads." 

Emerson D. FITE. 


*This article has been prepared from so many sources that it is impracti- 
cable to refer to them all in foot-notes; the most important, however, are, 
Hunt’s Merchants’ Magazine, The Bankers’ Magazine, Reports of the Boards 
of Trade and Chambers of Commerce of the various cities, and the local 
newspapers. 
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NOTES. 


In the second volume of the Sociological Papers Mr. Francis 
Galton continues the subject of eugenics, or man-breeding; he 
considers first an “objection that has been repeatedly urged against 
the possible adoption of any system of eugenics, namely, that 
human nature would never brook interference with the freedom of 
marriage.” He shows that human nature has repeatedly brooked 
interference along this line, citing as instances, among others, the 
binding customs of monogamy, endogamy and exogamy, and the 
cases of prohibited degrees and celibacy. Such demonstration is, 
of course, far from final, for, as is pointed out in several of the 
comments on the paper, we possess in the purely rational sanctions 
of the present day a far weaker support for standards of conduct 
than did earlier and more reverent and fearful generations. In 
the taboo they had something well nigh elemental, and which took 
hold of the emotions with a grip from which there was no casuisti- 
cal elusion. Its strength lay in the very fact that its hopes and 
fears were not “reasonable,” as Galton would have them in such a 
“revision of our religion” as seems to him desirable. But while 
one can hope for little from the sanction of eugenics by religion, 
it is yet demonstratable that the power of rational sanctions has 
increased, even if slowly and with frequent relapses. From this 
something may be hoped. 

Mr. Galton also outlines a list of subjects for eugenic inquiry; 
these probably cover, in good part, the field of the Francis Galton 
Research Fellowship in National Eugenics, of which the first 
incumbent is Mr. Edgar Schuster of Oxford. The discussions 
appended to Mr. Galton’s communications are perhaps the most 
suggestive part of the whole; in fact, when they are carried on 
by such men as Westermarck, Crawley, Haddon, Ellis, Sergi, 
Steinmetz, Weismann and others scarcely less notable, they repre- 
sent the most enlightened of modern opinion. 

As in the last year’s volume, the subject of Civics as Applied 
Sociology is taken up by Professor Geddes. It seems to us, however, 
that there is much that is obscure and whimsical in the classifi- 
cations and “diagrammatic presentments” here given. The 
appended discussion reflects these characteristics. If Professor 
Geddes is striving to meet the “need of abstract method for 
notation and for interpretation” he has devised one which stands 
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a strong chance of remaining personal with himself. The same 
may be more strongly affirmed of the classification of knowledges 
and the attending philosophizing of Mr. T. S. Stuart-Glennie. 
What such attenuated matter has to do with the development of 
an infant science it would be difficult to state in plain language. 
But these Papers encourage the emission of wide generalizations, 
as witness the articles on the Relation between Sociology and Ethics, 
by Professor H6ffding, and on Some Guiding Principles in the 
Philosophy of History, by Dr. T. H. Bridges. Both the latter are 
in many respects brilliant performances, but they are unconvinc- 
ing, and will simply strengthen the belief of scientists and 
historians regarding the essentially nebulous and yet pretentious 
character of Sociology. Something the same type of paper is that 
of Professor Sadler upon the School in some of its Relations to 
Social Organization and to National Life. 

The concrete paper of the year, as was the case last year, is 
furnished by Dr. Westermarck, upon The Influence of Magic on 
Social Relationships. After so much of the aerial and abstract 
it is a relief to dismiss all but Galton and Westermarck, who have 
something non-metaphysical and concrete to offer. Westermarck’s 
paper, like the rest of his work, and his informal discussions in the 
present volume, comes in for unqualified respect. 

On the whole, and despite the high intrinsic value of many of 
these Papers thus far published, it is to be hoped that the American 
Sociological Society will adopt a different standard. For it is 
plain that the British Society has as yet done little to render the 
position and conception of Sociology more respectable and definite. 
A. G. K. 


The First International Congress on Unemployment is to be held 
at Milan September 28th and 29th of this year. Invitations to this 
congress have been sent out by the Societa Umanitaria of Milan, 
which was founded by the late P. M. Loria, and has set aside the 
annual sum of 500,000 lire for the adjustment of evils wrought by 
unemployment. The three topics to be discussed are, causes of 
unemployment, means of preventing it, means of lessening its 
consequences; and the principal countries of Europe are repre- 
sented in the honorary committee, among them Professor Loria of 
Italy, Professor Schanz of Germany, Mr. Drage of England, and 
Mr. W. D. P. Bliss of the United States. 
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The Negro and the Nation. By George S. Merriam. New York: 

Henry Holt & Co., 1906—pp. iv, 436. 

This monograph is in no sense a great book and yet it is in 
many respects an unusual one and one of rather peculiar value. 

The title scarcely suggests the contents, for it might as well have 
been called “The South and the Nation.” What the author has 
done is to start with the beginning of slavery in America and trace 
in our political life all the events and the changes which have 
occurred in connection either with slavery or with the negro. It is 
not a study of the negro therefore as such, but rather a historical 
sketch of our political life. 

The author, who is a well known writer of Springfield, Mass., 
believes firmly not merely that the negroes can develop and become 
useful citizens, but that the development is actually taking place to 
a remarkable degree. Writing from this viewpoint, he is, how- 
ever, extremely impartial and unprejudiced in this judgment of men 
and of policies of the last century. This gives the volume excep- 
tional value. No other book known to the reviewer collects in such 
fashion the events which took place during the nineteenth century 
and gives the reader a bird’s-eye view of the developments in so 
satisfactory a manner. It is no easy matter to discuss impartially 
the problems which threatened the very life of the nation. The 
author is clear and definite in his statements, and his style is good, 
although at times one suspects him of a bit of reminiscence. So 
far as I can discover, he is very accurate in his statement of facts. 
To any one, therefore, who wishes to get a clear insight of the 
way that the country has grappled with political problems arising 
from the presence of the negro, this volume is to be commended, 
although it has comparatively little to do with present problems. 

The criticisms, therefore, which may be made upon this volume 
are concerned largely with the proportionate attention given to 
different toptcs. One expects, for instance, in the first chapter, dis- 
cussing how slavery grew in America, a comprehensive discussion 
of the economic geography of the South. This is not given, 
although the author himself incidentally discloses the fact that he 
recognizes the importance of the economic factors in the develop- 
ment of slavery. So, too, we find comparatively little said about 
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the spread of slavery into the far south and its gradual failure in 
the more northern of the slave states. Nor is sufficient attention 
paid to the social life of the negro, either under slavery or since 
the war. It is likewise rather hard to say why so much attention 
should be paid to certain of the political men and events previous 
to the war which only indirectly concerned the negro in any way. 
These criticisms, however, lose much of their force if we recall that 
the author is really discussing the nation and not the negro, and 
that it is the relation of the nation to the negro, rather than the 
relation of the negro to the nation, which is uppermost in his mind. 
If too much attention is paid to some antebellum events, it is 
equally fair to say that too little attention is paid to certain of the 
changes after the war, including the various amendments to the 
constitution. The fact that the amendments were bitterly opposed 
by a large section of the North is perhaps not given its proper 
emphasis. The author possibly underestimates the evils of the 
Reconstruction Period in the South, yet he is very fair and very 
frank in his criticisms of many of the policies adopted by the 
victorious North. 

To General S. C. Armstrong, the founder of Hampton Institute, 
Mr. Merriam pays very high compliments; compliments, however, 
which those who know the work of General Armstrong best will be 
most likely to endorse. It is in such work as he had done at Hamp- 
ton that the author finds the basis of his hope in the future. Too 
little attention is paid to the political changes since reconstruction 
times, though the author feels that the Southern States must be left 
to work out their own problems arising from a large negro popu- 
lation and has confidence in the ultimate victory of the noble 
qualities of the southern men and women over some of the baser 
policies which have prevailed. 

Although, therefore, the volume is not a new study and brings 
no new facts to our notice, it deserves careful attention because of 
the impartial way in which the author has gathered the facts and 


told the story. 
CARL KELSEY. 


University of Pennsylvania. 


Die Lehre der Rechtssouveranitét. Von Dr. H. Krabbe. Gronin- 
gen, 1906—pp. 254. 
The author of this Beitrag zur Staatslehre is a native of the 
Netherlands, but he has chosen to address German publicists in 
their own language. Fully one-half of the work is devoted to a_ 
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critique of those continental writers who have, tacitly or confessedly, 
held to the notion, that the essential characteristic of the State is 
might or power. The Sovereignty of the State was expressly conceded 
by von Gerber, for example, in the dictum, “Die rechtliche Ausser- 
ung der Staatsgewalt ist das Herrschen.” It is emphasized by 
Jellinek (in his Allemeine Staatslehre) with the words, “Der Staat 
ist die mit urspriinglicher Herrschermacht ausgeriistete Verbands- 
einheit sesshaften Menschen.” In sharp opposition to this 
doctrine Krabbe asserts the Sovereignty of Law. According to 
current theory, right or law borrows its authority from the State; 
according to this theory, every authority (Gewalt) which claims 
recognition in society, must be based on law or right (Recht), and 
by this obligation to law the State is bound, like every other natural 
or juristic personality. By a keen, though at times rather laborious, 
dialectic method, the author extorts from the defenders of the 
theory of the Sovereignty of the State, concessions, which, in his 
judgment, lead to but one conclusion: “die Staatsgewalt ist im 
Grunde nichts anders als die Rechtsgewalt” (p. 123). 

The constructive argument in support of this position begins 
with an analysis of the concept of authority. Magisterial authority 
or power (die Gewalt oder die Macht der Obrigkeit) can only be 
the outcome of obedience. Whence the obligation of the individ- 
ual to obey? Or, more precisely, what is the philosophic ground of 
this authority to command and to exact obedience? Authority may 
be either personal or impersonal. Obedience may follow the com- 
mand of King or Parliament; or it may proceed from a sense of 
duty aroused by the content of a law. But the right to command 
cannot have a personal source. Ultimately authority must be 
based upon right (Recht), which has its source in the moral 
consciousness of men. This moral consciousness, however, is 
itself the product of a purpose or end which is regarded as worth 
achieving. And this end, in turn, is not individual but social. It 
is this Gemeinschaftszweck which furnishes the criterion for form- 
ing legal norms and gives to them their imperative character. 

In thus stating his conclusions, scant justice is done to the 
acumen of the author in dealing with the problem of authority. This 
fifth chapter on “Die Grundlage der Obrigkeitlichen Gewalt,” we 
have found the most suggestive and original. 

The foregoing considerations necessarily give a different content 
to the concept of the State. From the juristic point of view, the 
State is a legal personality (Rechtsperson). Like every other legal 
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personality it exists in order to realize a social end or aim. The 
State may have a primary and—but not necessarily—a secondary 
aim. Through its organs it will give legal expression to the needs 
of society; and it may occupy itself with the satisfaction of social 
wants. In each and every State the social end (Gemeinschafts- 
sweck), is only partially realized and thus each State has only rela- 
tive worth. Only the universal end of humanity can have absolute 
worth. It is this universal aim which determines whether a given 
people (Volk) properly constitute a State; i.e., become a subject 
of international law. The source of every possible authority lies 
in international society (p. 229). 

By the concept State, then, we are to understand a legal person- 
ality, which, so far as realizing the social end is concerned, has 
unlimited competence as against all other legal personalities having 
specific social interests to serve. It is permissible to speak broadly 
of the legislator as framing a law or norm and of this norm 
as the will of the State; but of course these expressions can have 
meaning only as they indicate a measure of value which is deter- 
mined by the social purpose. For it is this Gemeinschaftszweck 
which receives the juristic character of personality in the State. 
We are therefore forced to the conclusion that the word State is 
a collective term (Kollectiv-Begriff), a juristic concept of little 
practical value (pp. 243-244). 

This study of the State cannot be termed bahnbrechend. It 
stands in frank dependence upon the work of recent German pub- 
licists. The author owes much to Hugo Preuss, and perhaps it is 
his chief merit that he has given content and a philosophic basis to 
the latter’s concept of authority. 


ALLEN JOHNSON. 
Bowdoin College. 


A History of Modern Liberty. By James MacKinnon, Ph.D. 
Vol. I, Introduction. Vol. II, The Age of the Reformation. 
London and New York: Longmans, Green & Co., 1906. 

These two volumes form the first installment of a comprehensive 
work on the development of modern liberty, written by the learned 
author of “The History of Edward the Third” and “The Growth 
and Decline of the French Monarchy.” 

Dr. MacKinnon has certainly chosen a fascinating and fruitful 
line of investigation, for the evolution of liberty is without doubt 
one of the most characteristic tendencies of the modern age. There 


should be more books written which concern themselves less with . 
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the description of meaningless details than with the moving forces 
of history that lie back of these details. But to pursue such 
investigations one needs the spirit of the philosopher, which gives 
breadth of view, as well as the spirit of the historian. There may 
be some doubt as to Dr. MacKinnon’s ability for the task he has set 
himself. The undertaking is one which requires the genius of a 
Ranke or an Acton. It cannot be denied that Dr. MacKinnon 
has done an amount of reading that is amazing. He depends almost 
entirely upon original authorities and yet he has not neglected to 
consult the best secondary writers. His style is remarkably good. 
His observations are almost invariably judicious and illuminating. 
There is hardly a chapter in the volumes before us that is not worth 
careful study. The pages on the feudal system, the Mediaeval 
cities, the Renaissance, and the work of the great religious 
reformers are among the best that have been written. The author 
possesses the same ability in characterizing great historical figures 
like Savonarola, Calvin, and Luther, as he does in describing 
economic, social, and intellectual tendencies and institutions. The 
serious defect of the work, however, is that it lacks organization. 
The process of the development of liberty is not clearly delineated. 
The author has the facts entirely at his disposal, but he does not seem 
to know what use to make of them. Taken as isolated sections many 
portions of his work are of great merit, but one often feels inclined 
to ask, What has this to do with the development of liberty? 
Furthermore, the author’s conception of liberty is vague. Does he 
mean to speak of political, civil, religious, or intellectual liberty? 
It is impossible for any reader of his work to tell. He does not 
even discriminate between liberty and democracy. The prime 
object of a history of liberty must be to trace the process by which 
the sphere of independent individual life has been enlarged and the 
rights of the individual have been formulated and protected against 
interference from any external authority; it must show how the 
omnipotence of the state has come to be limited by the blocking 
out of a territory which belongs to the individual and within which 
the state must not trespass. The value of Dr. MacKinnon’s work 
has been greatly impaired by his failure to see this fundamental 
thesis. On the whole, the work, despite its shortcomings, must be 
pronounced a notable one, the further volumes of which will be 


awaited with interest. 
GEORGE L. SCHERGER. 


Armour Institute of Technology, Chicago. 
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A History of English Philanthropy. By B. Kirkman Gray. Lon- 
don: P. S. King & Son, 1905—pp. xv, 291. 

Le Travail de Nuit des Femmes dans I'Industrie. Les Indus- 
tries Insalubres. Rapports Publiés au nom de 1’Association 
internationale pour la protection légale des travailleurs et 
précédés d’une préface par le Prof. Etienne Bauer, Directeur de 
l’Office internat. du travail. Jéna: Gustave Fischer, 1903—pp. 
xlii, 384; 1x, 460. 

Mr. Gray’s book is written from the point of view of one who, 
if not a pessimist regarding philanthropy, at leasts reflects a certain 
discouragement. He undertook his task because, as he says, he 
“had become aware in the course of several years’ work among the 
unfortunate subjects of philanthropic activity . . . that 
philanthropy does not entirely fulfil its aim, since the evils which 
it seeks to allay still continue, and many of them in an increasing 
degree” (p. vi). He felt impelled to seek an answer to the 
question, “What is the meaning and worth of philanthropy?” but 
before critically examining present day problems found it necessary 
to write a history of modern English philanthropy, and the pres- 
ent volume is the result (p. vii). Though the author endeavors 
to make his work objective, he does not entirely refrain from 
indicating his own judgment, and on the whole his judgment is 
not favorable. “The comparative failure of philanthropy,” he says 
in his concluding chapter, “might then appear, not so much as 
resulting from the perverseness of individual poor people as from 
the nature of the social organism.” (p. 290.) 

If one expects philanthropy to gradually remove the necessity 
for its own existence, and above all if one confines one’s attention 
to that part of its history which lies back of the nineteenth century, 
one cannot avoid a despondent conclusion. Yet the interesting 
facts which the author has gathered from many obscure and 
almost forgotten sources show a decided progress during the period 
under review. From the sporadic and disconnected attempts to 
help the poor by doles, by local institutions for the distribution of 
alms, etc., which were characteristic of the early part of the seven- 
teenth century, philanthropists moved steadily, if slowly, in the 
eighteenth century towards that codperative and organized work 
which came in with the introduction of the joint stock principle in 
business. Much greater progress would doubtless have appeared, 
if the history could have been carried down through the next 
century. But even in the period in question some achievements of 
permanent value may be credited to philanthropy. The introduc- 
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tion of popular education, the abolition of the slave trade, the 
abolition of imprisonment for debt, and the reformation of the 
prisons, are certainly achievements of the very first importance, 
which are not likely to be lost, until our whole civilization decays, 
If the reviewer may hazard a generalization, from which the author 
cautiously abstains, this is the answer which the book seems to 
suggest to the question which caused it to be written: The worth 
of philanthropy has been to blaze the path on which the state, with 
its greater power and resources, may construct a highway. 

To illustrate this thesis I have coupled with Mr. Gray’s book, 
two volumes, issued a couple of years ago by the International 
Association for Labor Legislation—one regarding the night work 
of women, the other regarding unhealthy occupations. Each con- 
tains a series of special reports from more than a score of writers 
regarding the condition of things in the different industrial coun- 
tries of the world. Each is preceded by an admirable summary by 
Professor Bauer. The impulse which originally led to these 
studies was undoubtedly philanthropic, but the methods were 
systematic and practical, and the results are already embodied in 
a great mass of legislation. It appears from the reports, as Pro- 
fessor Bauer says, “that already the majority of industrial states 
employing the great mass of the working women have prohibited 
night work of adult women, and that, therefore, there should be 
no great obstacles to prevent the states still in arrears from follow- 
ing the example of the first category” (p. xx). 

This hope is being gradually realized. The reports in question 
led to a conference of the leading industrial states of Europe, 
which was held May 8, 1905, at Bern, in order to discuss and 
frame proposals regarding the night work of women and the use 
of white phosphorus in the manufacture of matches. A further 
diplomatic conference is to be held this year in September in order 
to put into definite shape international treaties with regard to these 
subjects. Thus philanthropic impulses have already broadened 


into the wider field of diplomacy. 
H. W. F. 
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